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33-5896 Final rules concerning Multi-Bank 
Trust Funds. 








STEVEN C. PRUETTE 


WHERE REGISTERED SECURITIES ASSOCIA- 
TION’S FINDINGS THAT PRESIDENT OF 
MEMBER OF ASSOCIATION WAS RESPONSI- 
BLE FOR THE MEMBER’S FAILURE TO MAKE 
REQUIRED DEPOSITS IN ITS SPECIAL AC- 
COUNT FOR THE EXCLUSIVE BENEFIT OF 
CUSTOMERS, TO SEND REGULATORY AU- 
THORITIES TELEGRAPHIC NOTICE OF SUCH 
FAILURE, AND TO COMPLY WITH REGULA- 
TION T WERE AFFIRMED, BAR AND CENSURE 
IMPOSED BY ASSOCIATION SUSTAINED. 


BENJAMIN LEVY SECURITIES, INC. 


WHERE PRESIDENT AND SOLE SHARE- 
HOLDER OF BOTH APPLICANT FOR BROKER- 
DEALER REGISTRATION AND REGISTERED 
INVESTMENT ADVISER PLED GUILTY TO 
CHARGES THAT HE MADE FALSE STATE- 
MENTS IN CONNECTION WITH AN APPLICA- 
TION FOR A LOAN GUARANTEED BY THE 
SMALL BUSINESS ADMINISTRATION, HELD, IN 
PUBLIC INTEREST TO DENY APPLICATION FOR 
BROKER-DEALER REGISTRATION, REVOKE 
INVESTMENT ADVISER’S REGISTRATION, AND 
BAR PRESIDENT FROM ASSOCIATION WITH 
ANY BROKER-DEALER OR INVESTMENT 
ADVISER. 


LEARY C. WILLIS, JR. 





WHERE VICE-PRESIDENT OF REGISTERED 
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BROKER-DEALER WAS AWARE THAT THE 
RECEIPT AND DISBURSEMENT OF CERTAIN 
FUNDS HAS NOT BEEN RECORDED iN HIS 
FIRM’S BOOKS AND BORE SOME RESPONSI- 
BILITY FOR THE FIRM’S FINANCIAL COLLAPSE 
WHICH LED TO THE APPOINTMENT OF A 
TRUSTEE UNDER THE SECURITIES INVESTOR 
PROTECTION ACT, AND WHERE FIRM’S 
SALESMAN UNLAWFULLY SOLD UNREG- 
ISTERED SECURITIES AND, IN THE OFFER 
AND SALE THEREOF, MADE FRAUDULENT 
REPRESENTATIONS TO CUSTOMERS,HELD, IN 
THE PUBLIC INTEREST TO SUSPEND VICE- 
PRESIDENT FROM ASSOCIATION WITH ANY 
BROKER-DEALER AND TO BAR SALESMAN 
FROM ANY SUCH ASSOCIATION. 
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SECURITIES ACT OF 1933 
Release No. 5896/ January 10, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14363/ January 10, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10089/ January 10, 1978 


DEFINITIONS CONCERNING MULTI-BANK COM- 
MON TRUST FUNDS 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 

SUMMARY: These rules have the effect, provided 
certain conditions are met, of treating common trust 
funds for several banks in the same affiliated group 
(‘‘multi-bank common trust funds’’) in the same 
manner as traditional single bank common trust funds 
which are ordinarily exempt from regulation as 
investment companies, and from the registration and 
reporting requirements normally applicable to publicly 
held companies and other issuers of securities. Some 
state laws permit multi-bank common trust funds, 
which under recent amendments to the federal tax 
laws may operate as non-taxable entities. In the 
absence of the rules now being adopted, multi-bank 
common trust funds might be treated differently under 
the federal securities laws from single bank common 
trust funds. 


EFFECTIVE DATE: January 10, 1978. 


FOR FURTHER INFORMATION CONTACT: 
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Lawrence R. Bardfeld, Esq. 

Office of the Chief Counsel 

Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 

(202) 376-8056 


SUPPLEMENTARY INFORMATION: 


Bank holding companies and representatives of the 
banking industry have recently indicated an interest in 
using ‘‘multi-bank common trust funds,’’ i.e., 
common trust funds maintained by one constituent 
bank of a bank holding:company for assets contributed 
thereto by the bank or by other constituent banks in 
the same holding company in their capacity as trustee, 
executor, administrator or guardian. Some state laws 
allow such common trust funds, and recent federal 
legislation permits such funds to be operated as non- 
taxable entities.’ 


At present, common trust funds maintained by a bank 
exclusively for the collective investment and reinvest- 
ment of assets contributed thereto by such bank in its 
capacity as trustee, executor, administrator, or 
guardian, and interests or participations therein, are 
exempted or excluded from provisions of the federal 
securities laws by section 3(a)(2) [15 U.S.C. 77c(a)(2)] 
of the Securities Act of 1933 [15 U.S.C. 77a et seq.] 
(‘‘Securities Act’’), section 3(a)(12) [15 U.S.C. 
78c(a)(12)] and rule 12h-2 [17 CFR 240.12h-2] of the 
Securities Exchange Act of 1934 [15 U.S.C. 78a et 
seq.] (‘Exchange Act’’), and section 3(c)(3) [15 U.S.C. 
80a-3(c)(3)] of the Investment Company Act of 1940 
[15 U.S.C. 80a-1 et seq.] (‘‘Investment Company 
Act’’).2, Because the present definition of ‘‘common 
trust fund’’ in the federal securities laws refers to a 
fund maintained by ‘‘a bank’’ for assets contributed to 
the fund by ‘‘such bank,’’? it appears that, as 
presently drafted, the exclusionary and exemptive 
provisions in the federal securities laws would not be 





"Pub. L. No. 94-414, 90 Stat. 1273, amending 26 U.S.C. 
584 (a). 


* These provisions apply only to common trust funds for 
assets contributed by a bank in a bona fide fiduciary 
capacity and incidental to the bank’s traditional trust 
department activities. 


3Section 3(c)(3) of the Investment Company Act uses 
the equivalent expression ‘‘the bank’’ instead of ‘‘such 
bank.’’ 








available if one bank in a bank holding company main- 
tained a common trust fund which included assets 
contributed by other bank members of the same 
holding company. 


On October 28, 1977 the Commission published in the 
FEDERAL REGISTER (42 FR 56754) proposed rules 
which would define the term ‘‘common trust fund’’ so 
as to include such multi-bank common trust funds, and 
thus have the effect of exempting them from the 
provisions of the Investment Company Act. Also, 
under those rules interests or participations therein 
would be exempt from the registration requirements in 
section 5 [15 U.S.C. 77e] of the Securities Act and 
section 12(g) of the Exchange Act [15 U.S.C. 781(g)], 
and be ‘‘exempted securities’’ under section 3(a)(12) 
of the Exchange Act. 


Public Comments on the Proposed Rules 

The comments received concerning the proposed rules 
unanimously favored their adoption, supporting the 
rules both in concept and substance. 


Commission Action 


PART 230 - GENERAL RULES AND REGULATIONS, 
SECURITIES ACT OF 1933 


Part 230 of Chapter II of Title 17 of the Code of 


Federal Regulations, General Rules and Regulations, 
Securities Act of 1933, is hereby amended by adding a 
new section 230.132 to read as follows: 


§230.132 Definition of ‘‘common trust fund’’ as used 
in section 3(a)(2) of the Act. 


The term ‘‘common trust fund’’ as used in section 
3(a)(2) of the Act [15 U.S.C. 77c(a)(2)] shall include a 
common trust fund which is maintained by a bank 
which is a member of an affiliated group, as defined in 
section 1504(a) of the Internal Revenue Code of 1954 
[26 U.S.C. 1504(a)], and which is maintained 
exclusively for the collective investment and 
reinvestment of monies contributed thereto by one or 
more bank members of such affiliated group in the 
capacity of trustee, executor, administrator, or 
guardian, provided that: 


(a) the common trust fund is operated in compliance 
with the same state and federal regulatory require- 
ments as would apply if the bank maintaining such 
fund and any other contributing banks were the same 
entity; and 


(b) the rights of persons for whose benefit a contri- 
buting bank acts as trustee, executor, administrator, 
or guardian would not be diminished by reason of the 


maintenance of such common trust fund by another 
bank member of the affiliated group. 


(15 U.S.C. 77s(a)). 


PART 240 - GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


Part 240 of Chapter II of Title 17 of the Code of 
Federal Regulations, General Rules and Regulations, 
Securities Exchange Act of 1934, is hereby amended 
by revising paragraph (b) of section 240.12h-2 to read 
as follows: 


§240.12h-2 Exemptions from registration under section 
12(g) of the act. 


(b) Any interest or participation in any common trust 
fund or similar fund maintained by a bank exclusively 
for the collective investment and reinvestment of 
monies contributed thereto by the bank in its capacity 
as a trustee, executor, administrator, or guardian. For 
purposes of this paragraph (b), the term ‘‘common 
trust fund’’ shall include a common trust fund which is 
maintained by a bank which is a member of an 
affiliated group, as defined in section 1504(a) of the 
Internal Revenue Code of 1954 [26 U.S.C. 1504(a)], 
and which is maintained exclusively for the investment 
and reinvestment of monies contributed thereto by one 
or more bank members of such affiliated group in the 
capacity of trustee, executor, administrator, or 
guardian, provided that: 


(1) the common trust fund is operated in compliance 
with the same state and federal regulatory require- 
ments as would apply if the bank maintaining such 
fund and any other contributing banks were the same 
entity; and 


(2) the rights of persons for whose benefit a 
contributing bank acts as trustee, executor, 
administrator or guardian would not be diminished by 
reason of the maintenance of such common trust fund 
by another bank member of the affiliated group; and 


* 
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(15 U.S.C. 78c(b), 781). 


Part 240 of Chapter Il of Title 17 of the Code of 
Federal Regulations, General Rules and Regulations, 
Securities Exchange Act of 1934, is hereby amended 
by adding a new section 240.3a12-6 to read as follows: 


§240.3a12-6 Definition of ‘‘common trust fund’’ as 
used in section 3(a)(12) of the act. 


The term ‘‘common trust fund’’ as used in section 
3(a)(12) of the Act [15 U.S.C. 78c(a)(12)] shall include a 
common trust fund which is maintained by a bank 
which is a member of an affiliated group, as defined in 
section 1504(a) of the Internal Revenue Code of 1954 
[26 U.S.C. 1504(a)], and which is maintained exclu- 
sively for the collective investment and reinvestment 
of monies contributed thereto by one or more bank 
members of such affiliated group in the capacity of 
trustee, executor, administrator, or guardian, provided 
that: 


(a) the common trust fund is operated in compliance 
with the same state and federal regulatory require- 
ments as would apply if the bank maintaining such 
fund and any other contributing banks were the same 
entity; and 


(b) the rights of persons for whose benefit a 
contributing bank acts as trustee, executor, 
administrator, or guardian would not be diminished by 
reason of the maintenance of such common trust fund 
by another bank member of the affiliated group. 


(15 U.S.C. 78c(b)). 


PART 270 - RULES AND REGULATIONS, INVEST- 
MENT COMPANY ACT OF 1940 


Part 270 of Chapter II Title 17 of the Code of Federal 
Regulations, Rules and Regulations, Investment 
Company Act of 1940, is hereby amended by adding a 
new section 270.3c-4 to read as follows: 


§270.3c-4 Definition of ‘‘common trust fund’’ as used 
in section 3(c)(3) of the Act. 


The term ‘‘common trust fund’’ as used in section 
3(c)(3) of the Act [15 U.S.C. 80a-3(c)(3)] shall include a 
common trust fund which is maintained by a bank 
which is a member of an affiliated group, as defined in 
section 1504(a) of the Internal Revenue Code of 1954 
[26 U.S.C. 1504(a)], and which is maintained 
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exclusively for the collective investment and reinvest- 
ment of monies contributed thereto by one or more 
bank members of such affiliated group in the capacity 
of trustee, executor, administrator, or guardian, 
provided that: 


(a) the common trust fund is operated in compliance 
with the same state and federal regulatory 
requirements as would apply if the bank maintaining 
such fund-and any other contributing banks were the 
same entity; and 


(b) the rights of persons for whose benefit a 
contributing bank acts as trustee, executor, 
administrator, or guardian would not be diminished by 
reason of the maintenance of such common trust fund 
by another bank member of the affiliated group. 


(15 U.S.C. 80a-6(c), 80a-37(a)). 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5897/ January 12, 1978 


In the Matter of 


THE COVINGTON AND BURLING RETIREMENT 
PLAN 

888 Sixteenth Street, N.W. 

Washington, D.C. 20006 


(18-5) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(a)(2) OF THE SECURITIES ACT OF 
1933 FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE COVING- 
TON AND BURLING RETIREMENT PLAN. 


NOTICE IS HEREBY GIVEN that Covington and 
Burling (‘‘Applicant’’), a law firm organized as a part- 
nership under the laws of the District of Columbia, 





has, by letter dated July 29, 1977, applied for an 
exemption from the registration requirements of the 
Securities Act of 1933 (the ‘‘Act’’) for participations or 
interests issued in connection with The Covington and 
Burling Retirement Plan (the ‘‘Plan’’). All interested 
persons are referred to that document, which is on file 
with the Commission, for the facts and representations 
contained therein, which are summarized below. 


|. Introduction 


Applicant’s Plan provides that partners of the 
Applicant (except senior partners who no longer have 
the obligation to practice law) and employees of the 
Applicant (except employees whose employment 
depends primarily on legal education, such as lawyers 
and law clerks who are not partners) are eligible for 
participation therein if they are at least 25 years of age 
and have completed one year of service with the 
Applicant. Participation in the Plan begins on the 
January 1, or July 1, next succeeding the date on 
which a person first becomes eligible for participation. 
As of January 1, 1977, approximately 68 partners and 
186 employees were eligible to participate in the Plan. 
The Plan is of the type commonly referred to as a 
‘*Keogh’’ plan, which covers persons (in this case, 
certain of Applicant’s partners and employees) who 
are employees within the meaning of Section 401 (c)(1) 
of the Internal Revenue Code of 1954 (the ‘‘Code’’), 
and, therefore, is excepted from the exemption 
provided by Section 3(a)(2) of the Act for interests or 
participations in certain employee benefit plans of 
corporate employers. Section 3(a)(2) of the Act 
provides, however, ‘‘the Commission, by rules and 
regulations or order, shall exempt from the provisions 
of Section 5 of the Act any interest or participation 
issued in connection with a stock bonus, pension, 
profit-sharing or annuity plan which covers employees 
some or all of whom are employees within the 
meaning of Section 401(c)(1) of the Code, if and to the 
extent that the Commission determines this to be 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act.’’ 


ll. Description and Administration of the Plan 


Applicant represents that the Plan was_ originally 
established effective January 1, 1960, as a fixed 
benefit plan for non-legal employees (i.e., employees 
other than partners, associates or law clerks) and all 
contributions to the Plan were made by the Applicant, 
there being no provisions for voluntary employee 
contributions. Effective as of January 1, 1968, the Plan 
was amended to provide for participation by partners, 
for annual contributions by Applicant of a fixed 
percentage of earnings of each participant, or for 
benefits to non-legal personnel on either a money 


purchase or a fixed benefit basis, whichever provision 
would produce the highest benefits. At that time the 
Plan was also amended to provide for voluntary 
contributions by participants of 1% to 10% of annual 
earnings, as defined in the Plan, to provide benefits on 
a money purchase basis. The Plan and related trust 
agreement have been amended effective January 1, 
1976. These amendments were designed primarily for 
the purpose of complying with the Employment Retire- 
ment Income Security Act of 1974 (‘‘ERISA’’), to 
which the Plan is subject. The Internal Revenue 
Service has issued a determination letter to the effect 
that the Plan and trust agreement, as amended to 
date, continue to meet the requirements of Section 
401(a) of the Code and that the trust remains tax 
exempt under Section 501 (a) of the Code. 


Applicant states that under the Plan, Applicant contri- 
butes to American Security Bank, N.A. (the 
‘*Trustee’’) with respect to each participant in the Plan 
an amount equal to 7%2% of the participant’s 
‘“‘earnings’’ (not in excess of $100,000) from Applicant 
in every calendar year in which a participant has at 
least 1,000 hours of service unless the participant’s 
participation commenced on July 1 in which case 
Applicant contributes in that year 3 %4% of such 
earnings. Each participant under the Plan is 
permitted, at his option, to make voluntary contri- 
butions in an amount not less than 1% nor more than 
10% of his earnings (not in excess of $100,000) from 
the Firm for each calendar year. The amount of the 
voluntary contributions by participants during each 
fiscal year of the Applicant is also limited as required 
by Section 415 of the internal Revenue Code. 


Applicant represents that the Plan is administered by 
Applicant’s Pension Committee (the ‘‘Committee’’), 
appointed by Applicant’s Management Committee and 
consisting, as presently constituted, of three partners 
of the Applicant. The Committee is responsible for the 
day-to-day administration of the Plan, including the 


making and enforcement of rules relating to 
administration, interpretation of the Plan, determining 
the eligibility of each employee, authorizing 
disbursements, etc. 


Applicant states that the assets of the Plan are to be 
held by the Trustee pursuant to a trust agreement 
between the Trustee and Applicant. The Committee is 
authorized to establish one or more trust funds and to 
allocate assets of the trust and contributions of the 
Applicant and the employees to such trust funds. 
Applicant represents that the trust agreement 
contemplates that there may be a discretionary fund 
managed by the Trustee, a directed fund to be 
managed by an ‘‘investment manager’’ as defined in 
ERISA, and a segregated fund to be managed by some 
other designated fiduciary. Applicant further repre- 
sents that initially T. Rowe Price Associates has been 
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designated an investment manager of a directed fund 
to hold substantially all Plan assets except assets 
which may be invested on a short-term basis by the 
Trustee. To the extent that a fund is managed by a 
person other than the Trustee, the Trustee has no 
investment discretion except as it may be requested to 
handle short-term investments. 


Applicant represents that the Committee is authorized 
to establish general policy guidelines for the 
investment of Plan assets and to the extent that the 
Trustee, an investment manager, or a designated 
fiduciary acts in compliance with such guidelines, they 
are relieved of responsibility. 


The Plan authorizes the Trustee to invest in collective 
or comingled funds containing assets other than assets 
of the Plan but the Committee will establish a policy 
guideline permitting such investment only if interests 
or participations in such fund are effectively registered 
under the Act. The Trustee currently has such a fund 
for investment of assets of Keogh plans. The provision 
for a segregated fund to be managed by a designated 
fiduciary was included to enable the Committee to 
direct application of assets of the Plan to insurance or 
annuity contracts to provide Plan benefits. 


Applicants state that the Committee is responsible for 
the funding policy of the Plan, but does not exercise 
investment discretion. The Committee also has 
authority to employ actuaries, accountants and other 
experts to assist in the administration of the Plan. 


Applicant further submits that as an ‘‘employee 
pension benefit plan’’ within the meaning of ERISA, 
the Plan is subject to certain reporting and disclosure 
requirements. 


Applicant contends that the exemption from 
registration under Section 3(a)(2) of the Act would 
clearly be available if jApplicant were incorporated, 
for there would be no Section 401(C)(1) employees. 
Applicant argues that merely because Applicant is 
unincorporated is no reason for subjecting such 
interests and participations to the registration 
requirements of the Act. Similarly, were partners of 
Applicant excluded from participation, the exemption 
would clearly be available. Again there would seem to 
be no policy basis for requiring registration simply 
because the principals responsible for establishing and 
administering the Plan, that is, the partners, are 
included as participants. 


Applicant concludes that under the circumstances, 
granting the requested exemptive order would be 
appropriate in the public interest, consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 30, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shali be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and order - ‘ssued in 
this matter, including the date of the nearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14346/ January 6, 1978 


Orders have been issued granting the applications of 
the American Stock Exchange, Inc. to strike from 
listing and registration the specified securities of the 
following companies: American Fletcher Mortgage 
Investors, Shares of Beneficial Interest, No Par Value; 
Warrants Expiring 2/28/78; and Tierco (formerly Gulf 
South Mortgage Investors), Shares of Beneficial 
Interest, $1.00 Par Value. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 14347/ January 6, 1978 


A notice has been issued giving interested persons 
until January 20 to comment or request a hearing on 
an application by Pertec Computer Corporation to 
withdraw its Common Stock, $.10 par value, from 
listing and registration on the American Stock 
Exchanges, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14348/ January 6, 1978 


A notice has been issued giving interested persons 
until January 27, 1978 to comment or request a 
hearing on an application by Wabash, Inc. to withdraw 
its common stock, no par value, from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14349/ January 6, 1978 


A notice has been issued giving interested persons 
until January 27, 1978 to comment or request a 
hearing on an application by Community Public 
Service Company to withdraw its Common Stock, 
$10.00 par value, from listing and registration on the 
American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14350/ January 6, 1978 


An order has been issued granting the application of 
Plantronics, Inc., for the withdrawal of it’s Common 
Stock, no par value, from listing and registration on 
the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14351/ January 6, 1978 


A notice has been issued giving interested persons 
until January 20 to request a hearing on an application 
submitted by National Hardgoods Distributors, Inc. to 
withdraw its Common Stock, $.10 par value, from 
listing and registration on the Boston Stock 
Exchanges, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14352/ January 6, 1978 


An order has been issued granting the application of 
the Central of Georgia Railroad Company, for the 
withdrawal of its First Mortgage 4% Bonds, Series A, 
due 1995 and its General Mortgage 4-’2% Income 
Bonds, Series B, due 2020, from listing and registra- 
tion on the New York Stock Exchanges, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14353/ January 6, 1978 


A notice has been issued giving interested persons 
until January 20, 1978 to comment or request a 
hearing on an application by Gearhart-Owen 
Industries, Inc. to withdraw its Common Stock, $.50 
par value, from listing and registration on the 
American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14354/ January 6 1978 


Administrative Proceeding File No. 3-5347 

In the Matter of 

BANK OF AMERICA NATIONAL TRUST AND 
SAVINGS ASSOCIATION ORIGINATOR AND SER- 
VICER. 
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APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until January 30, 1978 
to request a hearing on an application of Bank of 
America National Trust and Saving Association, 
Originator and Services, (the ‘‘Applicant’’) pursuant 
to Section 12(h) of the Securities Exchange Act of 1934 
for an order exempting the Applicant from certain 
reporting requirements under Section 13 and from the 
operation of Section 16 of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14355/ January 6, 1978 


Administrative Proceeding File No. 3-5325 

In the Matter of 

AVON OVERSEAS CAPITAL CORPORATION 
File No. 81-299 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT. 


The Securities and Exchange Commission has issued 
an order granting the Application of Avon Overseas 
Capital Corporation (‘‘Applicant’’), a wholly-owned 
subsidiary of Avon Products, Inc. (‘‘Avon’’) pursuant 
to Section 12(h) of the Securities Exchange Act of 1934 
(the ‘‘1934 Act’’) for an exemption from the reporting 
requirements of Section 13 of the Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with 
the public interest in view of the fact that the Bonds of 
the Applicant, its only publicly held securities, are 
unconditionally guaranteed by Avon which is subject 
to the reporting requirements of the 1934 Act. There 
has been no trading activity in the Bonds on the New 
York Stock Exchange since they were listed for trading 
in 1966. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14356/ January 6, 1978 


NOTICE OF EXTENSION OF TIME FOR COMMENT 
ON A PROPOSED RULE CHANGE FILED BY THE 
NEW YORK STOCK EXCHANGE, INC. 
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File No. SR-NYSE-77-34 


The Commission has extended until January 30, 1978, 
the time in which comments may be submitted on a 
proposed rule change filed by the New York Stock 
Exchange, Inc. (File No. SR-NYSE-77-34). 


In accordance with Section 19(b) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder, the 
proposed rule change was published in the Federal 
Register (42 F.R. 63981, December 21, 1977), and the 
public was invited to submit comments. Notice of the 
filing and an invitation for comments also appeared in 
Securities Exchange Act Release No. 14280, December 
15; 19877. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14357/ January 6, 1978 


Orders have been issued granting the applications of 
the American Stock Exchange, Inc. to strike from 
listing and registration the specified securities of the 
following companies: Richford Industries, Inc., 
Common Stock, Par Value $0.10; United Piece Dye 
Works, Common Stock, Par Value $0.10; and Capital 
Reserve Corporation, Common Stock, No Par Value 
and 9% Convertible Debentures, Due 1992. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14358/ January 9, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-39 


The American Stock Exchange, Inc. (‘‘Amex’’) 
submitted on January 3, 1978 a proposed rule change 
under Rule 19b-4 to rescind Amex Rule 182 which 
requires Amex members who function as specialists in 
securities traded thereon pursuant to unlisted trading 
privileges to maintain a minimum deposit of such 
issues with the Exchange. 


Publication of the submission expected to be made in 





the Federal Register during the week of January 9, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-77-39. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person other than those which 
may be withheld from the public in accordance with 
the provisions of Section 552 of Title 5, United States 
Code will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14359/ January 9, 1978 


Administrative Proceeding File No. 3-5108 
In the Matter of the Application of 
STEVEN C. PRUETTE 

19997 Fairway Drive 

Grosse Pointe Woods, Michigan 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALEPS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—RE- 
VIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Failure to Make Deposits in Special 
Account for Benefit of Customers 


Failure to Comply with Reporting Require- 
ments 


Failure to Comply with Regulation T 


Where registered securities association’s findings that 
president of member of association was responsible for 
the member’s failure to make required deposits in its 
special account for the exclusive benefit of customers, 
to send regulatory authorities telegraphic notice of 
such failure, and to comply with Regulation T were 
affirmed, bar and censure imposed by association 
sustained. 


APPEARANCES 
Robert A. Hudson, of Hoops & Hudson, for applicant. 


Andrew McR. Barnes and Peter J. Chepucavage, for 
the National Association of Securities Dealers, Inc. 


Steven C. Pruette, who was a registered principal of 
Financial House, Inc. (‘‘FHI), formerly a member of 
the National Association of Securities Dealers, Inc. 
(‘‘NASD’’), appeals from NASD disciplinary action. 
The NASD barred him from association with any of its 
members in any capacity, and censured him.' 


During the relevant period, Pruette was president of 
FHI, a Detroit securities firm.2 He and FHI’s vice 
president each owned 48% of its stock. A third officer, 
one Henry Miarka, Jr., FHI’s secretary-treasurer, 
owned the remaining 4% of the stock? FHI employed 
some 22 persons, including about 15 registered 





It also assessed costs against him. 


?Pruette tells us that he assumed ‘‘a position of control 
in the firm’’ in September of 1973. 


3The NASD expelled FHI from membership, and 
censured the firm. It barred Miarka and FHI’s vice 
president from association with any NSAD member 
firm in a managerial, supervisory or principal capacity, 
and censured them. But neither the firm nor those two 
officers have appealed their sanctions. Hence those 
sanctions are final. 
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representatives. Engaging in a general securities 
business, it had 1,200 accounts, inlcluding 200 margin 
accounts collateralized in large part with the common 
stock of Velvet O’Donnell Corporation. 


The margin accounts were refinanced through an 
omnibus account maintained with another broker 
against which FHI borrowed substantial sums’ 
Unhappy with the account, the other broker demanded 
more margin. But FHI could not provide that. Nor 
could it get another broker to carry the account. By 
September 13, 1974, its financial position was so 
precarious that it ceased doing business.® 


We deal here principally with Rule 15c3-3 under 
Section 15(c)(3) of the Securities Exchange Act. The 
rule was adopted as part of a comprehensive program 
to provide greater financial protection for the 
customers of brokers and dealers® In_ specified 
circumstances, it requires a broker-dealer to set up a 
““Special Reserve Bank Account for the Exclusive 
Benefit of Customers’’’ to safeguard customers’ funds 
and the cash realized through the utilization of 
customers’ securities from the hazards of the 
broker-dealer’s business 8 


A broker-dealer subject to the rule is, with certain 
exceptions not relevant here, required to compute, as 
of the last business day of each week, the amounts he 
owes customers (‘‘credit balances’’) and the amounts 
customers owe him (‘‘debit balances’’). If the 





‘By the end of August 1974, FHI had borrowed about 
$1.3 million against the account. In addition to other 
securities, the account contained 35,000 shares of 
Velvet priced at $22 to $24 per share and carried at 50% 
margin. 


°On September 18, 1974, the United States District 
Court for the Eastern District of Michigan appointed a 
trustee to liquidate FHI pursuant to the Securities 
Investor Protection Act. S.E.C. v. Financial House, 
Inc., Civ. No. 472434. 


SSee Adoption of Rule 15c3-3 under the Securities 
Exchange Act of 1934, Securities Exchange Act Release 
No. 9856 (November 10, 1972). The rule became 
effective on January 15, 1973. 


7Rule 15c3-3(e). 


8See Securities Exchange Act Release No. 9856 
(November 10, 1972) at p. 2. 
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computation shows a net credit balance, the 
broker-dealer must make a deposit in the special 
reserve account which, when added to the existing 
balance, will equal that credit balance. This deposit 
must be made ‘‘no later than 1 hour after the opening 
of banking business’’ on the second business day of 
the following week. 


The rule also specifies that a broker-dealer who fails to 
make a required deposit immediately notify, by 
telegram, this Commission, the Securities Investor 
Protection Corporation, and any other regulatory 
authority having financial responsibility over the 
broker-dealer. 


The NASD found that FHI failed to make the required 
deposits in the special reserve account on September 4 
and 10, 1974!° and to send the appropriate regulatory 
authorities telegraphic notice of its failure to make the 
September 4 deposit. Pruette was held responsible for 
these violations. 


During the relevant period, Miarka prepared 
computations as of August 30, which showed that FHI 
did not have to make any deposit on September 4. In 
addition, he prepared computations as of September 6, 
which called for the deposit of $5,804 on September 
10. But Pruette admits that these computations ‘“‘were 
not prepared in accordance with Rule 15c3-3.’’ 
According to the NASD, the rule mandated deposits of 
$289,853 on September 4 and $409,463 on September 
10. But neither of those deposits was made!' In fact, 
on September 4, FHI withdrew $167,589 from the 
account!?, Some of this money went to Pruette’s 
mother-in-law to repay a $63,281 subordinated loan 
that she had made to FHI. 





°No withdrawals from the special account may be made 
unless the broker-dealer makes a new computation to 
justify the withdrawal. The computations must be 
preserved as part of the firm’s books and records. 


'CThe NASD also found that FHI failed to make a 
deposit on September 17. But, as previously noted, FHI 

out of business on September 13. Hence no such 
deposit was required. 


"On September 10, FHI deposited $5,804, which 
Miarka’s computations showed was required to be 
deposited. 


'2This sum represented a purported surplus computed 
by Miarka. 





The formula for computing the reserve requirement 
under Rule 15c3-3 is contained in an exhibit to the 
rule!? It permits a broker-dealer to add up all the 
debit balances in the margin accounts that are fully 
secured and deemed collectable and to redice the 
amount needed in the special reserve account by that 
figure. Note B (now Note E) to the formula provides a 
margin of safety for customers where a broker-dealer 
carries a large concentration of a single security in 
margin accounts.’ It requires that ‘‘[d]ebit balances in 
margin accounts . . . be reduced by the amount by 
which a specific security . . . which is collateral for 
margin accounts exceeds in aggregate value 15 
percent of the aggregate value of all securities which 
collateralize all margin accounts receivable.’’'® 


Miarka computed the 15% concentration figure 
allowed under Note B. He found that Velvet stock 
accounted for far more than 15% of the allowable 
collateral in the customers’ margin accounts, and 
therefore, that FHI had an overconcentration in that 
stock. But Miarka erred in computing the amount that 
his firm had to deduct from the debit balances in 
customers’ margin accounts. Note B required that the 
value of all Velvet shares in the margin accounts in 
excess of the 15% figure be deducted from the debit 
balances in those accounts. Instead, Miarka deducted 
only the difference between the 15% figure and the 
“‘dollar amount of customer debits secured by Velvet 
O’Donnell.’’ The aggregate amount that FHI lent its 
margin customers on the security of their Velvet 
shares was, of course, substantially less than the 
market value of those shares. Thus, FHI’s 
miscalculations under Note B produced highly inflated 
debit balances!® 





'SRule 15c3-3a. 


'4Note B also provides other safeguards for customers. 
It calls for a 1% reduction in the ‘‘[djebit balances in 
customer’s . . . accounts included in the formula.”’ 


'SEor purposes of Note B ‘‘[a] specified security is 
deemed to be collateral for a margin account only to the 
extent it represents in value not more than 140 percent 
of the customer debit balance in a margin account.”’ 


‘SEH had an overdraft of $99,485 in one bank account. 
The formula for computing the Rule 15c3-3 reserve 
requirement, as then in effect, called for the inclusion 
in customers’ credit balances of ‘‘checks drawn in 
excess of bank balances.’’ But Miarka did not include 
this overdraft in computing customers’ credit balances 
as of August 30. Instead, he offset it against balances of 
$175,875 in the firm’s other accounts, including 
$167,589 in the special reserve account itself. That was 
clearly impermissible. And the NASD properly took the 


Pruette asserts that FHI, nevertheless, computed the 
reserve requirements in question in ‘‘good faith 
reliance upon the [NASD].’’ He stresses that on prior 
occasions the NASD reviewed other computations 
prepared by FHI ‘‘in the same fashion,’’ and did not 
object to the manner in which they were made. But, as 
we have repeatedly held, a broker-dealer cannot shift 
his responsibility for compliance with applicable 
requirements to the NASD or to us. It is well settled 
that a regulatory authority’s failure to take early action 
neither operates as an estoppel against later action nor 
cures a violation!” 


As we have seen, Pruette did not prepare the reserve 
account computations. And he insists that he relied 
‘‘entirely’’ on Miarka for them. 


We consider Pruette’s asserted reliance on Miarka 
patently unwarranted. The president of a corporate 
broker-dealer is responsible for compliance with the 





overdraft into account in computing the $289,853 
deposit required on September 4. But we note that, 
even assuming that Miarka’s treatment of the overdraft 
was proper, a substantial deposit would have still been 
required that day. 


"First Philadelphia Corporation, Securities Exchange 
Act Release No. 13194 (January 21, 1977), 11 SEC 


Docket 1549, 1551; Melvin Y. Zucker, Securities 
Exchange Act Release No. 13076 (December 16, 1976), 
11 SEC Docket 1216, 1217; Don D. Anderson & Co., 
Inc., 43 S.E.C. 989, 991 (1968), affirmed 423 F.2d 813 
(C.A. 10, 1970). 


Pruette’s reliance on Klein v. S.E.C., 224 F.2d 861 
(C.A. 2, 1955), reversing our decision in R. V. Klein 
Company, 36 S.E.C. 146 (1954), is misplaced. In that 
case, we affirmed the NASD’s finding that Klein’s 50% 
markups in the sale of oil royalties were unfair. In 
reversing our decision, the Court stressed that the 
NASD had previously inspected Klein’s books but had 
raised no question about the propriety of the 50% 
markups taken by him in earlier sales of oil royalties. 
The Court concluded that, while no estoppel was 
involved, the NASD’s inaction ‘‘constituted an 
interpretation of the Rules on which Klein reasonably 
relied.’’ In Klein, however, it was not clear whether a 
50% markup in the sale of oil royalties was unfair. But 
here the formula for computing the reserve 
requirement is explicitly set forth in Rule 15c3-3a. Cf. 
Boruski v. S.E.C., 289 F.2d 738 (C.A. 2, 1961), 
affirming our decision in Ernest F. Boruski, Jr., 40 
S.E.C. 258, 262 (1960). Moreover, the rule in this case 
is our own rather than the NASD’s. Hence the NASD 
did not purport to interpret its own rules as in Klein. 
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requirements imposed upon his firm. And he retains 
that responsibility unless and until he reasonably 
delegates a particular function to another person in the 
firm, and neither knows nor has reason to believe that 
such person’s performance is deficient. '® 


it is true that Miarka was an account. But he was 
unfamiliar with our back office requirements when he 
joined FHI in 1971."° In fact, Pruette notes that in 1973 
he and his co-officers ‘‘inherited a disastrous back 
office situation’’ from FHI’s prior management?° 
Aithough Miarka later bacame FHIs registered 
financial principal, he admittedly lacked the necessary 
experience for that position?’ We think it clear that 
Pruette, who supervised Miarka, was_ sufficiently 
aware of his lack of qualifications to dispel any 
complacency with Miarka’s performance. 


But this case involves more than misplaced reliance. 
Pruette was no passive actor. The NASD found that 
‘the was in charge of the back office.’’ The record 
shows that he reconciled the cash balances at the end 
of each day. And he admitted that he ‘‘followed’’ 
Miarka’s calculations under Rule 15c3-3 in determin- 
ing the sums required in the special reserve account. 
In May of 1974, Miarka called Pruette’s attention to 
Note B, stressing the overconcentration problem 
presented by Velvet and the need ‘‘to do something 
about it.’’ Some weeks later, on August 22, Miarka 
told Pruette that the special reserve account was short 
$150,000. Although Pruette deposited the necessary 
funds six days later,22 he was well aware that FHI’s 
overall financial problems persisted. Under all the 
circumstances, special vigilance was required to 





'8Jerome H. Shapiro, Securities Exchange Act Release 
No. 12615 (July 12, 1976), 10 SEC Docket 10, 11; 
Melvin Y. Zucker, Securities Exchange Act Release No. 
13076 (December 16, 1976), 11 SEC Docket 1216, 1217. 


'9Miarka testified that, since no one ever taught him 
our rules, he did the best he could and ‘‘as soon as he 
noted that there was an error [he] corrected it.’’ 


20 in September of 1973, Pruette acquired his FHI stock, 
and FHI’s vice president, who already owned 8% of the 
stock, acquired his other shares. 


"He testified that he did not understand the responsi- 
bilities imposed upon a registered financial principal. 


22He made a subordinated loan of $150,000 to FHI. 
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assure compliance with Rule 15c3-3. But nothing of 
the sort was exercised.”° 


We conclude, as did the NASD, that Pruette was 
responsible for FHI’s failure to make the required 
deposits in the special reserve account on September 4 
and 10, and to notify the appropriate regulatory 
authorities of the September 4 failure. 


IV. 


The NASD found that Pruette misused customers’ 
funds2* As previously noted, despite the $289,853 
deficiency in the special reserve account on September 
4, FHI withdrew money to repay a $63,281 
subordinated loan made by Pruette’s mother-in-law. 


Pruette claims that, when he withdrew the money 
from the account, he relied on Miarka’s computations 
which showed that this amount was not needed. But, 
as we have seen, Pruette could not properly rely on 
Miarka. And, as Pruette well knew, FHI had serious 
financial problems. Indeed, those very problems led 
him to arrange for the issuance of a cashier’s check to 
his mother-in-law ‘‘to make sure that the check was 
good.’’ Yet, without making diligent efforts to assure 
the correctness of Miarka’s computations, Prueite took 
customers’ funds out of a trust account to repay a 
debt to his mother-in-law which was subordinated to 
the claims of FHI’s customers. We think it clear that 
he misused customers’ funds in making this payment. 
And we affirm the NASD’s finding of violation?> 





23Pruette thinks the required calculations ‘‘extremely 
complex and difficult.’’ But if he had difficulty under- 
standing the formula in question, he should have 
consulted experts. We note, however, that he does not 
claim to have done so. 


24Section 19(a) of Article II! fo the NASD’s Rules of Fair 
Practice prohibits the improper use of customers’ 
funds. 


25The NASD also found Pruette responsible for a 
violation of the credit-extension provisions of 
Regulation T. Pruette admits the violation. And we 
affirm the NASD’s finding against him. 


The NASD further found that Pruette engaged in 
fraudulent activities in connection with the Regulation 
T violation. But the record is not clear enough to 
warrant these findings. Hence we set them aside. 





V. 


Pruette thinks the sanctions imposed by the NASD 
excessive and oppressive. He stresses that the 
violations other than the one involving Regulation T° 
stem from Miarka’s computations, and that he 
reasonably relied on Miarka for those computations 
and on the NASD which had previously examined 
similar ones but raised no objections. Finally, Pruette 
points out that he cooperated fully with regulatory 
authorities, that he advanced a substantial sum to FHI 
shortly before it went out of business, and that he has 
suffered serious financial losses?’ 


We see no basis for reducing the sanctions?® Although 
Rule 15c3-3 ‘‘is fundamental to the safeguarding of 
customers’ funds,’’2? Pruette displayed a marked 
insensitivity to it3° Customers were thereby exposed 
to substantial risks. 


Moreover, this was not the first time that Pruette was 
disciplined by the NASD for infractions of important 





26See n. 25, supra. 


27He notes that he is not presently engaged in the 
securities business. 


?8We cannot reduce them unless we find them 
excessive or oppressive or an undue burden on 
competition. See Section 19(e)(2) of the Securities 
Exchange Act. 


229Whiteside & Company, Securities Exchange Act 
Release No. 12565 (June 22, 1976), 9 SEC Docket 949, 
951 affirmed sub nom. Whiteside & Company v. 
S.E.C., 557 F.2d 1118 (C.A. 5, 1977). 


3°Pruette points to the lesser sanctions imposed on 
Miarka and FHI’s vice president, and insists that he is 
no more culpable than they for the violations stemming 
from the reserve requirement computations. But FHI’s 
vice president was not directly involved in the firm’s 
back office operations, the area in which the violations 
took place. True, Miarka was the firm’s registered 
financial principal and made the computations which 
led to all but the Regulation T violations. But he was 
merely an underling in the firm and, as found by the 
NASD, ‘‘operated under the direction and control of 
Pruette.’’ And the record shows that neither Miarka 
nor FHI’s vice president knew anything about the 
repayment to Pruette’s mother-in-law. Nor were they 
involved in the Regulation T violation. 


regulatory requirements. In December of 1974, the 
NASD found Pruette responsible for net capital 
violations. And, shortly after that, in May of 1975, it 
found him responsible for violations of our net capital, 
hypothecation and Rule 15c3-3 requirements. 


While we cannot find the sanctions in this case 
excessive or oppressive, we think that, under all the 
circumstances, the NASD should give favorable 
consideration to any application for Pruette’s re-entry 
into the securities business as a_ registered 
representative in a non-principal and non-supervisory 
capacity, if supported by a showing that he would be 
adequately supervised 3! 


An appropriate order will issue? 
By the Commission (Commissioners LOOMIS, EVANS 
and POLLACK); Chairman WILLIAMS and Commis- 
sioner KARMEL not participating. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14359/ January 9, 1978 


Administrative Proceeding File No. 3-5108 
In the Matter of the Application of 
STEVEN C. PRUETTE 

19997 Fairway Drive 

Grosse Pointe Woods, Michigan 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 


ORDER AFFIRMING DISCIPLINARY ACTION 





3'Of course, an application of this sort may be filed at 
once. 


32Pruette makes certain contentions that we have not 
treated explicitly. That does not mean that we have 
overlooked them. All points presented have been 
considered. 
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On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the disciplinary action taken against 
Steven C. Pruette by the National Association of 
Securities Dealers, Inc. be, and it hereby is, affirmed; 
and it is further 


ORDERED that the assessment of costs against Steven 
C. Pruette be, and it hereby is, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14360/ January 10, 1978 


The Securities and Exchange Commission has issued a 
notice giving interested persons until January 23, 1978 
to request a hearing on an application by Data 
Documents, Inc. (‘‘Applicant’’), a 99.7% owned 
subsidiary of Dictaphone Corporation (‘‘Dictaphone’’), 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (‘'1934 Act’’) for an order exempting 
Applicant from the reporting requirements of Sections 
13 and 15(d) of the 1934 Act. 


Applicant’s 9-34% Series A Notes due July 1, 1983 are 
traded over-the-counter, and there has been limited 
trading activity. Dictaphone Corporation, a reporting 
company under the 1934 Act, has guaranteed the 
payment of principal and interest on the outstanding 
notes of Applicant. Such notes are the only class of 
security issued by the Applicant still registered with 
the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14361/ January 10, 1978 


A notice has been issued giving interested persons 
until January 31 to comment upon or request a hearing 
on an application submitted by Newpark Resources, 
Inc. to withdraw its Common Stock, $2 Par Value, 
from listing and registration on the American Stock 
Exchange, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14362/ January 10, 1978 


In the Matter of 


THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(File No. SR-NASD-77-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 13, 1977, the National Association of 
Securities Dealers, Inc. (‘‘NASD’’) filed with the 
Commission pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934 (the ‘‘Act’’), 15 U.S.C 
78s(b)(1), as amended by Pub. L. No. 94-29, §16 (June 
4, 1975), and Rule 19b-4 thereunder, 17 C.F.R. 
240.19b-4, a proposed rule change (the ‘‘Proposal’’) to 
amend the NASD’s Code of Arbitration Procedure (the 
‘*Code’’) to (a) liberalize the access provisions of the 
Code, (b) liberalize the provision setting forth the 
methods by which process may be served to 
commence a proceeding and by which the respondent 
may serve his answer, and (c) reduce, from five to 
three, the number of arbitrators in matters involving 
public customers in which the amount in controversy 
does not exceed $20,000. 


Notice of the Proposal (File No. SR-NASD-77-9) 
together with the terms of substance thereof was given 
by publication of a Commission Release (Securities 
Exchange Act Release No. 13847 (August 10, 1977)) 
and by publication in the Federal Register (42 FR 
41502 (August 17, 1977)). 


The NASD, by letters dated December 1, 1977 and 
December 22, 1977, amended the Proposal to (a) 
withdraw those sections which would have liberalized 
the access provisions of the Code, and (b) withdraw all 
proposed changes in the requirements applicable to 
service of process and service of the respondent’s 
answer except the proposed change to allow personal 
service. The NASD has stated that the purpose of the 
Proposal, as so amended (the ‘‘Amended Proposal’’), 
is to facilitate the arbitration process. 


The Commission finds that the Amended Proposal is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
registered national securities association, and, in 
particular, the requirements of Section 15A of the Act 
and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the Amended Proposal be 
and it hereby is, approved. 





For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 


SEE 


SECURITIES ACT OF 1933 
Release No. 5986/ January 10, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14364/ January 11, 1978 


NOTICE OF FILING OF AMENDMENTS TO 
PROPOSED RULE CHANGES BY CINCINNATI 
STOCK EXCHANGE 


File No. SR-CSE-77-1 


The Cincinnati Stock Exchange submitted on January 
3, 1978, pursuant to Securities Exchange Act Rule 
19b-4 (17 CFR 240.19b-4) and Section 19(b)(1) of the 
Securities Exchange Act of 1934 (15 U.S.C. 78s(b)(1)), 
revised amendments to proposed rule changes 
originally submitted on June 30, 1977 and published in 
Securities Exchange Act Release No. 13788 (July 21, 
1977), 41 FR 38447 (July 28, 1977). The amendments 
would reinstate the current class of members known as 
“‘limited members’’ which was not contained in the 
original submission. A limited member would have a 
restricted vote on matters before the Cincinnati Stock 
Exchange membership. For example, such members 
would not have any interest or claim in the assets of 
the Cincinnati Stock Exchange but would be able to 
vote in the election of trustees of such exchange. The 
other amendments relate to non-dealer, single dealer, 
and multiple dealer transactions which would be 
conducted through exchange trading facilities. The 
amendments would, in particular, eliminate the 
proposed adoption, as set forth in the original 
submission, of Weeden Holding Automated Market as 
the primary communication system of the Cincinnati 
Stock Exchange and would create rules to govern 


single dealer and multiple dealer trading conducted 
through any communication system operated by the 
Cincinnati Stock Exchange or by others to which such 
exchange has access. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 16, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule changes, as 
amended, or institute proceedings to determine 
whether the proposed rule changes, as amended, 
should be disapproved, interested persons are invited 


to submit written data 
av 4 ’ 


and 
wuenwitt peeawee WAL, 


anu 


concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written submission should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CSE-77-1. 


viawe 
vivre 


Copies of the submission and of all written comments 
will be made available for inspection at the Securities 
and Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14365/ January 11, 1978 


A notice has been issued giving interested persons 
until January 31 to comment upon or request a hearing 
on an application submitted by Standard Motor 
Products, Inc. to withdraw its Class A Capital Stock, 
$2 Par Value, from listing and registration on the 
American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14366/ January 11, 1978 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike from 
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listing and registration the following securities of 
Standard Dredging Corporation: Common Stock Par 
Value $1; and $1.60 Cumulative Convertible Preferred 
Stock, Par Value $20. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14367/ January 11, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INCOR- 
PORATED 


File No. SR-Amex-77-36 


The American Stock Exchange, Incorporated submit- 
ted on December 27, 1977 a proposed rule change 
under Rule 19b-4 to amend certain Constitutional and 
rule provisions relating to record-keeping and other 
matters to bring the rules into compliance with the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 16, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-77-36. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person other than those which 
may be withheld from the public in accordance with 
the provisions of Section 552 of Title 5, United States 
Code will be available for inspection and copying at 
the Securities and Exchange Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organiza- 
tion. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14368/ January 12, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 613/January 12, 1978 


Administrative Proceeding File No. 3-5090 
In the Matter of 

BENJAMIN LEVY SECURITIES, INC. 

1 Stag Court 

Suffern, New York 

(8-20948) 

A.M.V. CAPITAL CONSULTANTS, LTD. 
15 Harmony Road 

Spring Valley, New York 

(801-9897) 

MICHAEL A. ALPERT 

OPINION OF THE COMMISSION 


BROKER-DEALER AND 
PROCEEDINGS 


INVESTMENT ADVISER 


Grounds for Remedial Action 


Criminal Conviction 


Where president and sole shareholder of both 
applicant for broker-dealer registration and registered 
investment adviser pled guilty to charges that he made 
false statements in connection with an application for a 
loan guaranteed by the Small Business Administra- 
tion, held, in public interest to deny application for 
broker-dealer registration, revoke investment ad- 
viser’s registration, and bar president from association 
with any broker-dealer or investment adviser. 


APPEARANCES: 


William J. Davis and Donald A. Derfner, of Schulman 
& Scheichet, P.C., for respondents. 


Edwin H. Nordlinger and Larry E. Bergmann, of the 
New York Regional Office of the Commission, for the 
Division of Enforcement. 





Benjamin Levy Securities, Inc., which has applied for 
registration as a broker and dealer, A.M.V. Capital 
Consultants, Ltd., a registered investment adviser, 
and Michael A. Alpert, the president and sole 
Shareholder of both firms, appeal from an 
administrative law judge’s adverse initial decision. 
The law judge concluded that Levy’s application 
should be denied, that A.M.V.’s registration should be 
revoked, and that Alpert should be barred from 
association with any broker-dealer or investment 
adviser. 


On November 10, 1975, a two-count criminal 
information was filed against Alpert, a certified public 
accountant, charging him with false statements in 
connection with an application by his client, Flower 
Lane Cosmetics, Ltd., for a $150,000 loan guaranteed 
by the Small Business Administration (‘‘SBA’’).' 
Alpert was charged with deceiving both the SBA and 
the lending bank, Citibank (Mid-Hudson) N.A., 
concerning the amount of accounting and legal fees 
that Flower would pay in connection with its loan 
application. On December 18, 1975, on the basis of his 
guilty pleas to both counts of the information, Alpert 
was placed on probation for two years and fined 
$2,500. 


Alpert’s conviction provides the statutory basis for 
remedial action against respondents,” if we find that 
such action is in the public interest. We therefore turn 
to the only issue in this case, the question of what 
sanctions, if any, should be imposed. 


The administrative law judge’s findings of fact with 
respect to the circumstances that led to Alpert’s 
conviction are not challenged on review. They may be 
summarized as follows. 


In late 1973, Alpert agreed with Flower’s attorney that 
$11,250 was a reasonable total for the fees they would 
charge in connection with Flower’s loan application. 
However, the attorney ‘‘hinted’’ to Alpert that this 





‘United States v. Alpert, 75 Crim. 1078 (S.D.N.Y.). 


?Sections 15(b)(1), 15(b)(4)(B) and 15(b)(6) of the 
Securities Exchange Act, and Sections 203(e) and 203(f) 
of the Investment Advisers Act. 


amount might be considered excessive and should not 
be disclosed to the SBA or to the bank. 


On April 11, 1974, Alpert attended the loan closing at 
the bank in place of Flower’s attorney who was 
otherwise engaged. At the closing, a bank official 
asked Alpert the amount of his fee and, after being 
informed by Alpert that it was $2,200, gave Alpert a 
check for that amount. At that time, Alpert admittedly 
anticipated that his fee would actually be around 
$5,600. 


After the closing, Alpert arranged for Flower to make 
payments for legal and accounting fees in excess of 
the $2,200 he had already received at the closing. 
Flower disguised one payment of $5,800 by drawing a 
check payable to a supplier on the account of a Flower 
affiliate. The supplier then cashed the check and 
turned the proceeds over to Alpert’s firm. The final 
amount collected by that firm for its services totaled 
$7,100, with $5,600 going to Alpert as his personal 
share. The attorney collected a total of $4,825. 


When Flower’s bookeeper asked Alpert in April 1974 
how to classify Flower’s payments, Alpert instructed 
him to leave the entries blank, with the result that the 
checks Flower had drawn were posted as unlabelled 
entries in Flower’s cash disbursement ledger. Several 
months later, Alpert arranged for Flower’s books to 
reflect these items as ‘‘loans receivable.’’ Beginning 
in January or February 1975, Alpert repaid his $5,600 
fee to Flower in installments. He testified that, ‘‘on 
reflection,’’ he was disturbed at the way he had 
handled the matter, and felt that the fees charged 
Flower had been excessive. 


IV. 


Respondents argue that the sanctions imposed by the 
administrative law judge are too severe. They assert, 
among other things, that Alpert was inexperienced in 
SBA matters, that Flower’s lawyer was the prime 
culprit, that Alpert’s involvement was ‘‘tangential at 
best,’’ that Alpert was merely an ‘‘observer’’ at the 
loan closing, and that Alpert’s actions were mitigated 
by the repayment of his fee to Flower and his 
cooperation with those handling his prosecution. 


We are unable to take such a sanguine view of 
Alpert’s misconduct. Respondents’ assertions cannot 
disguise the fact that Alpert, a certified public 
accountant, played a key role in a deliberate fraud 
practiced on the SBA and the bank. The fact that 
Alpert subsequently repaid part of the money received 
by his firm does little to alleviate our doubts about his 
fitness for the securities business. 


As we recently had occasion to point out: 
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‘‘An investment adviser is a fiduciary in 
who clients must be able to put their trust. 
As one court has stated, it is ‘an occupation 
which can cause havoc unless engaged in 
by those with appropriate background and 
standards.’ ’’$ 


We are not persuaded that Alpert meets the standards 
we consider requisite for an investment adviser. Nor 
do we consider it appropriate to permit Alpert to 
engage in the brokerage business, a field where 
opportunities for dishonesty recur constantly.4 In light 
of the serious misconduct in which Alpert engaged, we 
think that the public interest requires us to deny 
Levy’s application for broker-dealer registration and to 
affirm the sanctions imposed by the administrative law 
judge on A.M.V. and Alpert. 


An appropriate order will issue. 

By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS, POLLACK and 
KARMEL). 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14368/ January 12, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 613/ January 12, 1978 


Administrative Proceeding File No. 3-5090 
In the Matter of 

BENJAMIN LEVY SECURITIES, INC. 

1 Stag Court 


Suffern, New York 
(8-20948) 





Joseph P. D’Angelo, Investment Advisers Act Release 
No. 562 (December 16, 1976), 11 SEC Docket 1263, 
1264 aff’d without opinion, C.A. 2 (May 5, 1977), 
quoting from Marketlines, Inc. v. S.E.C., 384 F.2d 264, 
267 (C.A. 2, 1967), cert. denied, 390 U.S. 947 (1968). 


“See Archer v. S.E.C., 133 F.2d 795, 803 (C.A. 8, 1943), 
cert. denied, 319 U.S. 767; Hughes v. S.E.C., 174 F.2d 
969, 975 (C.A.D.C., 1949). 
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A.M.V. CAPITAL CONSULTANTS, LTD. 
15 Harmony Road 

Spring Valley, New York 

(801-9897) 


MICHAEL A. ALPERT 


ORDER DENYING REGISTRATION AND IMPOSING 
REMEDIAL SANCTIONS 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the application of Benjamin Levy 
Securities, Inc. for registration as a broker and dealer 
be, and it hereby is, denied; and it is further 


ORDERED that the registration as an investment 
adviser of A.M.V. Capital Consultants, Ltd. be, and it 
hereby is, revoked; and it is further 


ORDERED that Michael A. Alpert be, and he hereby 
is, barred from being associated with any broker, 
dealer or investment adviser. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14369/ January 12, 1978 


The Securities and Exchange Commission has issued a 
notice giving interested persons until January 31, 1978 
to request a hearing on an Application of Knott Hotels 
Corporation (the ‘‘Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
order exempting Applicant from the provisions of 
Section 15(d) of that Act. Applicant’s securities are 
held by one person. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14370/ January 12, 1978 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 68/ January 12, 1978 


Administrative Proceeding File No. 3-4726 





In the Matter of 


LEARY C. WILLIS, JR. 
Jefferson Davis Drive 
Franklin, Tennessee 


WALTER W. IRWIN 
5154 Windham Drive 
Memphis, Tennessee 


OPINION OF THE COMMISSION 
BROKER-DEALER PROCEEDINGS 

Grounds for Remediai Action 

Fraud 

Sale of Unregistered Securities 

Failure to Maintain Books and Records 

Section 10(b) of the Securities Investor Protection Act 


Where vice-president of registered broker-dealer was 
aware that the receipt and disbursement of certain 
funds had not been recorded in his firm’s books and 
bore some responsibility for the firm’s financial 
collapse which led to the appointment of a trustee 
under the Securities Investor Protection Act, and 
where firm’s salesman unlawfully sold unregistered 
securities and, in the offer and sale thereof, made 
fraudulent representations to customers, held, in the 
public interest to suspend vice-president from 
association with any broker-dealer and to bar salesman 
from any such association. 


APPEARANCES: 


J. Carlton Ivey, of the Atlanta Regional Office of the 
Commission, for the Division of Enforcement. 


R. Maynard Holt, for Leary C. Willis, Jr. 
Frank C. Ingraham, of Ingraham, Young and Corbett, 
for Walter W. Irwin. 

l. 
Leary C. Willis, Jr. and Walter W. Irwin were, 
respectively, vice president and a salesman of 


Ambassador Church Finance/Development . Group, 
Inc., formerly a registered broker-dealer.' On the 





‘Ambassador’s broker-dealer registration was revoked 
in these proceedings on the basis of its default. 
Securities Exchange Act Release No. 11833 (November 
14, 1975), 8 SEC Docket 445. 


basis of his findings, an administrative law judge 
concluded that Irwin should be barred from association 
with any broker or dealer, and that Willis should be 
suspended from any such association for one year. The 
law judge provided, however, that Irwin, after 120 
days, and Willis, after 30 days, could become so 
associated in a non-proprietary and non-supervisory 
capacity. Our Division of Enforcement has appealed 
from certain of the law judge’s findings with respect to 
Willis and Irwin, and with respect to the sanctions 
imposed on them. 


Ambassador’s principal business was helping 
churches set up programs for selling bonds to their 
congregations. In some cases, Ambassador would 
undertake to sell for the church any bonds remaining 
unsold after conclusion of the program. In others, 
Ambassador would undertake the sale of the entire 
bond issue. 


Although nominally a vice president of Ambassador, 
Willis was in fact a district ‘‘program director.’’ His 
function was to seek out churches planning expansion 
or construction, obtain from them the information 
needed to prepare a prospectus, and assist them in 
various ways including the setting up of local 
committees, recordkeeping and sales programs. There 
was a complete separation of functions at Ambassador 
between the program director’s initiating activities, 
the work done at the firm’s home office where 
prospectuses were prepared, and the ultimate sale of 
the bonds. 


The administrative law judge exonerated Willis of 
charges of fraud in connection with the sale of certain 
bonds. However, he found that Willis willfully aided 
and abetted recordkeeping violations by Ambassador. 
Shortly before a receiver was appointed for the firm in 
November 1974, it paid out some $21,000 to a 
number of persons, including Willis, to whom it owed 
money. Willis was aware that the receipt and 
disbursement of these funds had not been recorded in 
the firm’s books. Thus he shared responsibility for the 
resultant violations of recordkeeping provisions. 


Willis was also charged under Section 10(b) of the 
Securities Investor Protection Act which authorizes 
this Commission to impose a sanction on any officer of 
a broker-dealer for which a trustee is appointed under 
the Act, if we determine that to do so is in the public 





Neither Willis nor Irwin sought review of the law 
judge’s initial decision. 
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interest. The law judge concluded that Willis ‘‘[bore] 
some responsibility’’ for Ambassador’s financial 
collapse, since he acquiesced in the firm’s policy of 
being ‘‘overly liberal and profligate’ with the funds 
that came into its hands. Thus the judge determined 
that it was appropriate to sanction Willis under Section 
10(b). 


As Willis points out, our review of his case is limited 
to those matters which the Division specifically raised 
in its petition for review. 


Aside from the sanction imposed, which we deal with 
below, the Division’s petition raised only one issue 
with respect to Willis. It objected to the law judge’s 
purported conclusion that Willis could not violate 
anti-fraud provisions unless specific misstatements 
made to particular customers were directly chargeable 
to him. 


We agree with the Division that it is not necessary for 
the principal of a firm to engage directly in sales in 
order to be held responsible for fraud. But the law 
judge did not exonerate Willis on that basis. Nor did 
the judge base his determination on the fact that no 
misstatements were directly traceable to Willis in 
connection with the two bond offerings at issue. 
Rather, the law judge found that the record failed to 
establish that any fraud had been committed in 
connection with those offerings. Thus the Division’s 
exception is without merit. 


Il. 

The administrative law judge found that Irwin willfully 
violated registration and antifraud provisions of the 
securities acts in connection with his sale of 
‘‘investment certificates’ issued by Atalbe Christian 
Credit Association, Inc. Atalbe, a company controlled 
by Ambassador’s president, was formed for the 
purpose of lending money to investors seeking to 
purchase church bonds. However, throughout the 
period of Irwin’s sales, the company was insolvent. 


Irwin sold some $60,000 worth of Atalbe certificates to 
customers. The law judge noted that Irwin offered no 
support for his belief that Atalbe certificates were 
exempt from the Securities Act’s registration 
requirements as ‘‘church-related’’ securities. And the 





Rule 17(g) of our Rules of Practice. 


“Section 3(a)(4) of the Securities Act exempts from the 
Act’s registration requirements any security issued by 
a corporation organized exclusively for religious 
purposes and not for pecuniary profit, and no part of 
the net earnings of which inures to the benefit of any 
individual. Atalbe’s securities obviously did not fall 
within that exemption. 
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judge found that Irwin defrauded investors by failing 
to furnish them with any financial information 
concerning Atalbe, by failing to disclose that Atalbe 
securities were not ‘‘being registered’’ as promised in 
the prospectus, and by falsely representing that 
purchasers would have the same protection as that 
afforded bank depositors by the Federal Deposit 
Insurance Corporation, since the Securities Investor 
Protection Corporation would protect each account up 
to $50,000.5 


IV. 


The Division argues that both Willis and Irwin should 
be unconditionally barred from association with any 
broker or dealer. 


In determining that a suspension was sufficient in the 
case of Willis, the law judge stressed the limited 
nature of the misconduct found with respect to him, 
including the absence of any fraud; Willis’s relatively 
brief association with Ambassador; and his otherwise 
good record in the securities business. On the basis of 
our review of the record, we agree with the law judge 
that the sanction imposed on Willis is enough to 
satisfy the public interest. 


Irwin’s case stands on a different footing. He 
recommended and sold the securities of an insolvent 
company without making any effort to determine its 
financial condition, much less whether his _ sales 
complied with registration requirements. And he 
embroidered his sales pitch with fraudulent 
guarantees that the law judge found were entirely of his 
own devising. 


The law judge observed that ‘‘Irwin failed to make any 
reasonable investigation with respect to facts which he 
should have recognized,’’ and that, although he 
claimed that he was merely relying on his superiors, 
‘“*he was not averse to doing things on his own in order 
to increase sales and thereby his commissions.’’ 
However, the judge noted in mitigation that Irwin is a 
minister of his church who engages in religious and 
charitable pursuits, that he is not presently engaged in 





°Aside from the sanction imposed, the Division takes 
exception to certain other conclusions that the law 
judge reached with respect to Irwin. While our staff’s 
position on these matters may have merit, they are 
irrelevant to our disposition of Irwin’s case. Hence we 
do not reach them. 





the sale of securities, that he has continued his 
training in the securities field, and that he claims to 
have ‘‘learned a lesson as a result of his experience’’ 
with respect to the duties a salesman owes customers. 


We think that the potential danger posed to public 
investors by Irwin’s continued presence in the 
securities business far outweighs the mitigating 
factors cited by the law judge. The fact that Irwin is a 
minister did not relieve him of the obligations imposed 
on a salesman who deals with the investing public. 
Indeed, it accentuated those obligations. Irwin was 
selling securities related to the financing of churches 
and, because of his calling, investors were led to place 
special trust in him. Yet he abused that trust. The law 
judge noted that one woman who had known Irwin as a 
minister withdrew her last thousand dollars in savings 
in order to buy an Atalbe ceriificate from him. 


The fact that Irwin is not presently selling securities 
is, of course, no guarantee that he will not resume his 
sales activities in the near future. In fact, his 
continued training in the securities field is an 
indication that he does intend to return to sales. And 
no amount of training will ensure his future honesty in 
that pursuit. In light of the misconduct found by the 
law judge, we cannot rely on Irwin’s self-serving 
assurances that he ‘‘has learned his lesson.’’ 


We see no justification for an experienced salesman 
such as Irwin acting with such reckless disregard of 
his obligations to the investing public. Hence we 
conclude that the public interest requires that he be 
unconditionally barred from association with any 
broker or dealer. 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS, POLLACK and 
KARMEL). 


George A. Fitzsimmons 
Secretary 








SAlthough Irwin is employed by a registered 
broker-dealer, the firm does not engage in securities 
sales or trading but is exclusively occupied in setting up 
church bond programs. 


SECURITIES EXCHANGE ACT OF 1934 
Release no. 14370/ January 12, 1978 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 68/ January 12, 1978 


Administrative Proceeding File No. 3-4726 
In the Matter of 


LEARY C. WILLIS, JR. 
Jefferson Davis Drive 
Franklin, Tennessee 


WALTER W. IRWIN 
5154 Windham Drive 
Memphis, Tennessee 


ORDER IMPOSING REMEDIAL SANCTIONS 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that Leary C. Willis, Jr. be, and he hereby 
is, suspended from association with any broker or 
dealer for a period of one year with the proviso that, 
after 30 days, he may become so associated in a 
non-proprietary and non-supervisory capacity; and it is 
further 


ORDERED that said suspension of Leary C. Willis, Jr. 
become effective at the opening of business on 
February 6, 1978; and it is further 


ORDERED that Walter W. Irwin be, and he hereby is, 
barred from being associated with any broker or 
dealer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14371/ January 12, 1978 


In the Matter of 

MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 

Chicago, Illinois 60603 

(SR-MSE-77-37) 

ORDER APPROVING PROPOSED RULE CHANGE 


SEC DOCKET/1353 





On October 27, 1977, the Midwest Stock Exchange, 
Incorporated (‘‘MSE’’) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘‘Act’’), and 
Rule 19b-4 thereunder, copies of a proposed rule 
change which makes technical changes to MSE’s rule 
governing Withdrawal of Approval of Underlying 
Securities. These changes would permit the MSE to 
prohibit, if necessary, any opening purchase 
transactions in a previously opened series of options if 
the underlying stock does not meet current standards 
for continued listing of options thereon or other 
Exchange requirements and would permit the MSE to 
make an application to the Securities and Exchange 
Commission to strike from trading and listing the 
option contracts whose underlying stock does not meet 
such current standards or other Exchange require- 
ments. 


Notice of the proposed rule change together with the 
Terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14232, 
December 5, 1977) and by publication in the Federal 
Register (42 Fed. Reg. 62587, December 13, 1977). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14372/January 12, 1978 


Administrative Proceeding File No. 3-5289 
In the Matter of 

WARNER COMMUNICATIONS INC. 
Application pursuant to Section 12(h) 
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The Securities and Exchange Commission has issued a 
notice giving interested persons until February 3, 1978 
to request a hearing on an application by Warner 
Communications Inc. (the ‘‘Applicant’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an order exempting Knickerbocker Toy Co., Inc., a 
subsidiary or the Applicant from the provisions of 
Sections 12(g), 13, 14 and 15(d) of that Act. 


On July 12, 1977, Knickerbocker was merged into 
Warner Communications Inc. As a result of the 
merger, Knickerbocker became a majority-owned sub- 
sidiary of Warner Commuinications Inc. There is no 
longer any trading activity in Knickerbocker’s 
securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14373/ January 12, 1978 


Administrative Proceeding File No. 3-5321 
In the Matter of 
EASON OIL COMPANY 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT. 


The Securities and Exchange Commission has issued 
an order granting the application of Eason Oil 
Company (the ‘‘Applicant’’) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 for an 
exemption from the reporting requirements of Section 
13 and 15(d) of the Act. 


It appears to the Commission that the requested 
exemption is not consistent with the public interest or 
the protection of investoys because as the result of an 
August 1977, merger with a wholly-owned subsidiary 
of International Telephone and Telegraph Company 
(‘ITT’’), ITT became the sole shareholder of 
Applicant’s common stock and there is no trading in 
this security. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14374/January 12, 1978 








In the Matter of 


MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSTC-77-8) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE MIDWEST SECURITIES TRUST COMPANY 
PROVIDING FOR THE ESTABLISHMENT OF A 
DEPOSITORY INTERFACE WITH NEW ENGLAND 
SECURITIES DEPOSITORY TRUST COMPANY 


On May 19, 1977, the Midwest Securities Trust 
Company (‘‘MSTC’’) submitted a proposed rule 
change pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934 (the ‘‘Act’’) relating to the 
establishment of procedures for MSTC’s participation 
in a depository interface with New England Securities 
Depository Trust Company. The submission comprises 
procedures and agreements for the operation of the 
interface. In connection with the proposed rule 
change, MSTC requested that the Commission 
continue its previous finding pursuant to paragraphs 
(g) of Rules 8c-1 and 15c2-1 under the Act that the 
agreements, provisions and safeguards established by 
MSTC are adequate for the protection of investors. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (42 FR 29989, 
June 10, 1977), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 34-13599, June 6, 1977. No letters of 
comment were received. 


By letters dated August 18, 1977, November 1, 1977, 
December 12, 1977, and January 12, 1978, MSTC 
provided additional information and made certain 
representations in connection with the submission. 


The Commission has reviewed the MSTC submission 
and finds that the agreements, provisions and 
safeguards established by MSTC are adequate for the 
protection of investors. The Commission finds also 
that it is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-MSTC-77-8 be, and hereby 
is, approved. 


For the Commission, by the Division of Market 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20366/ January 6, 1978 


In the Matter of 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


(70-5890) 
ORDER RELEASING JURISDICTION 


By orders dated September 17, 1976, December 15, 
1976, and June 24, 1977, in this matter (HCAR Nos. 
19686, 19807 and 20091, respectively), Middle South 
Energy, Inc. (‘‘MSEI’’), a subsidiary of Middle South 
Utilities, Inc., a registered holding company, was 
authorized to issue and sell up to $400,000,000 of 
intermediate term mortgage bonds (‘‘Bonds’’) 
maturing 12 years from the date of issue. The Bonds 
were sold to a group of 15 institutional investors 
pursuant to a negotiated underwriting. In the three 
previous Commission orders in this matter jurisdiction 
was reserved with respect to all relevant fees, 
commissions and expenses except the $800,000 fee 
paid to Citibank, N.A., as MSEIl’s financial advisor. 
The latter fee was approved by the order of September 
17, 1976. 


MSEI has now filed a post-effective amendment 
stating that the fees, commissions and expenses 
incurred in connection with this transaction amount to 
$486,500, including fee of counsel for MSEI of 
$205,000 and fee of Bond purchasers counsel of 
$115,000. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR Nos. 19650 and 
19979), and no hearing has been requested of or 
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ordered by the Cammission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that the jurisdic- 
tion reserved in the Commission’s orders of 
September 17, 1976, December 15, 1976, and June 24, 
1977, with respect to the fees, commissions and 
expenses to be incurred in connection with this trans- 
action be, and it hereby is, released effective forth- 
with. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20367/ January 6, 1978 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


MISSISSIPPI! POWER & LIGHT COMPANY 
ARKANSAS POWER & LIGHT COMPANY 
ARKANSAS-MISOURI POWER COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE, INC. 
MIDDLE SOUTH ENERGY, INC. 

(70- 5399) 


ORDER RELEASING JURISDICTION 


By order dated June 24, 1977 (HCAR No. 20090), 
Middle South Utilities Inc. (‘‘Middle South’’), a 
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registered holding company, its wholly owned subsi- 
diary, Nitiddle South Energy, Inc. (‘‘MSEI’’) and 
Middle South’s above-named principal operating 
subsidiaries were authorized to amend a Bank Loan 
Agreement between MSEI and a group of banks so as 
to increase the amount of allowable borrowings and 
change certain other terms of the Bank Loan Agree- 
ment. Jurisdiction was reserved with respect to the 
fees, commissions and expenses to be incurred in 
connection with the transaction. 


A post-effective amendment to the application- 
declaration has now been filed stating that the fees, 
commissions and expenses incurred in connection with 
the transaction amount to $131,680, including a fee of 
$47,500 for Middle South’s counsel and a fee of 
$35,000 for the banks’ counsel. It is further stated that 
no finders fee or other similar fee, commission or 
renumeration has been paid or incurred in connection 
with the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19978), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that is appropriate 
in the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become effec- 
tive: 


IT 1S ORDERED, that the jurisdiction reserved in the 
order of June 24, 1977 with respect to the fees, 
commissions and expenses to be incurred in 
connection with the transaction be, and it hereby is, 
released effective forthwith. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 20368/ January 6, 1978 


In the Matter of 





PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-4549) 


ORDER AUTHORIZING INCREASE IN LOANS TO 
UNAFFILIATED COAL COMPANY 


Pennsylvania Electric Company (‘‘Penelec’’), an 
electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, 
has filed with this Commission a fifteenth post- 
effective amendment to its application previously filed 
and amended in this matter pursuant to Sections 9(a) 
and 10 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) regarding the following proposed 
transaction. 


By orders dated November 17, 1967, July 1, 1970, 
November 25, 1970, March 24, 1971, December 15, 
1971, May 26, 1972, October 26, 1972, December 3, 
1973, December 11, 1974, June 18, 1975, January 16, 
1976, and February 16, 1977 (HCAR Nos. 15899, 
16773, 16909, 17064, 17396, 17581, 17738, 18207, 
18706, 19052, 19348 and 19889), this Commission 
authorized, among other things, Penelec to make loans 
to the Helen Mining Company (‘‘Helen’’), a non- 
affiliated mining company, by acquiring promissory 
notes to be issued by Helen in an amount not in excess 
of $7,750,000 through September 30, 1977, such notes 
to mature December 31, 1978. Helen is engaged in 
developing coal mines for the Homer City Generating 
Station, in which Penelec has a 50% interest. The 
other 50% interest. The other 50% interest in the 
Homer Station is held by New York State Electric & 
Gas Corporation (‘“‘NYSEG’’), a utility not affiliated 
with Penelec, which supplies 50% of the financing for 
Helen. 


By its fifteenth post-effective amendment filed in this 
proceeding Penelec states that as of the date hereof it 
and NYSEG have each loaned Helen $7,750,000, or an 
aggregate of $15,500,000, said sum representing the 
full financing requirement for development of Helen’s 
mine for approximately the current level of production. 
The Coal Sales Agreement, dated as of December 28, 
1966, as amended as of April 1, 1974, among Helen, 
NYSEG and Penelec provides, however, that this loan 
limitation does not apply to ‘‘the replacement of 
capital assets, supplies, working capital, or to other 
outlays necessary to comply with changes in the law 
subsequent to [April 1, 1974], to the extent reasonably 
necessary to maintain the production of coal by 
[Helen] at the annual rate of approximately 1,000,000 
tons, which is the objective.’’ Helen has indicated that 
it expects to need financing of up to an aggregate of 
an additional $4,000,000 (or an additional $2,000,000 
from Penelec) for such purposes in 1978. Accordingly, 


Penelec seeks authority to (a) increase the amount of 
loans it may make to Helen by $2,000,000 to an 
aggregate of $9,750,000 and (b) acquire notes of Helen 
until December 31, 1978. An increase in the 
authorized amount of indebtedness would be 
accompanied by an amendment to the Helen indenture 
of mortgage which secures the notes. 


There are no fees and expenses to be incurred in 
connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective 
amendment to the applications has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 20309), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, 
and it hereby is, granted, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


Georce A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20369/ January 9, 1978 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6102) 
ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 
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Louisiana Power & Light Company (‘‘Louisiana’’), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed a 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rule 50 promulgated thereunder regarding the 
following proposed transaction. 


Louisiana proposes to issue and sell at competitive 
bidding $75,000,000 principal amount of its First 
Mortgage Bonds, % Series due January 1, 2008. It is 
anticipated that the bonds will have a term of 30 years; 
if, however, market conditions require a different term 
of years, Louisiana may amend its declaration to 
provide for a different term or to establish a procedure 
whereby Louisiana will give notice of the maturity date 
of the bonds at a reasonable time in advance of the 
date fixed for the presentation of bids. The interest 
rate of the bonds and the price, exclusive of accrued 
interest, to be paid to Louisiana, which will be not less 
than 100% nor more than 102-3/4% of the principal 
amount thereof, will be determined by competitive 
bidding. The bonds will be issued under the Mortgage 
and Deed of Trust, dated as of April 1, 1944, between 
Louisiana and The Chase Manhattan Bank (N.A.), as 
trustee, as heretofore supplemented by various 
indentures and as it is to be further suppiemented by a 
twenty-fourth supplemental indenture to be dated the 
first day of the calendar month in which the bonds are 
issued. The bonds will be redeemable, at the option of 


Louisiana, in whole or in part at any time prior to 
maturity. The supplemental indenture will include a 
prohibition against refunding the bonds prior to 
January 1, 1983, directly or indirectly, with funds 
borrowed at a lower effective interest cost. 


Louisiana will use the net proceeds derived from the 
sale of the bonds to pay, in part, short-term 
borrowings estimated not to exceed $75,000,000 at the 
time the proceeds are received, to finance, in part, 
Louisiana’s construction program, and for other 
corporate purposes. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20305), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as 
amended, be permitted to become effective: 
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IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rules 24 and 50 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20370/ January 10, 1978 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


(70-6076) 


ORDER AUTHORIZING TRANSACTIONS RELATED 
TO FINANCING CONSTRUCTION OF POLLUTION 
CONTROL FACILITIES AND GRANTING EXEMP- 
TION FROM COMPETITIVE BIDDING 


Metropolitan Edison Company (‘‘Met-Ed’’), an electric 
utility subsidiary company of General Public Utilities 
Corporation, a registered holding company, has filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(b), 9(a), 10 and 
12(d) of the Public Utility Holding Company Act of 1935 
(‘‘Act’’?) and Rules 44(b)(3) and 50 promulgated 
thereunder regarding the following proposed trans- 
actions. 


.Met-Ed proposes to enter into a Pollution Control 


Facilities Agreement (‘‘Agreement’’) with the Dauphin 
County Industrial Development Authority (‘‘Author- 
ity’’), a public instrumentality organized under the 
Pennsylvania Industrial and Commercial Development 
Authority Law, concerning the financing of certain 
pollution control facilities (‘‘Facilities’’) constructed 
and/or being constructed in connection with its 
undivided ownership interest in the Three Mile Island 
nuclear generating station. It is estimated that 
Met-Ed’s share of the aggregate cost of the Facilities, 
upon which construction has begun, will be about 
$12,000,000 (excluding allowance for funds used during 
construction), and that substantially all of the cost has 
been expended to date. Under the Agreement, the 
Authority will issue and sell to underwriters at 





competitive bidding its pollution control revenue bonds 
(‘Authority Bonds’’) in an aggregate amount of 
Met-Ed’s share of the approximate cost (excluding 
allowance for funds used during construction) of the 
Facilities ($12,000,000). It is anticipated that interest on 
the Authority Bonds will be exempt from federal 
income taxation, and that consequently the interest rate 
will be substantially less than the rate Met-Ed would 
otherwise have to pay on a bond issue to finance the 
Facilities. The Authority Bonds will be issued under a 
trust indenture between the Authority and a corporate 
trustee to be approved by Met-Ed. Met-Ed will not bea 
party to the underwriting arrangements, but the 
Agreement provides that the terms of the Authority 
Bonds shall be approved by Met-Ed. The proceeds from 
the sale of the Authority Bonds will be deposited in a 
construction fund and will be applied, from time to 
time, to pay the costs of the Facilities. 


Under the Agreement, Met-Ed will issue an aggregate 
amount of up to $12,000,000 principal amount of its first 
mortgage bonds (‘‘New Bonds’’), to be issued under 
Met-Ed’s indenture to Guaranty Trust Company of New 
York (now Morgan Guaranty Trust Company of New 
York), as trustee, as previously amended and 
supplemented by various supplemental indentures, and 
as to be further amended and supplemented by a 
supplemental indenture creating the New Bonds. The 
New Bonds will be delivered to the Authority by 
Met-Ed in satisfaction of its obligation to pay the 
purchase price of the Facilities. The interest rate or 
rates on, maturity date or dates of, and redemption or 
prepayment provisions with respect to the New Bonds 
will correspond to the interest rate or rates, maturity 
date or dates, and redemption or prepayment 
provisions with respect to the Authority Bonds. Under 
the Agreement, Met-Ed will transfer to the Authority 
subject to the lien of its first mortgage indenture, its 
interest in the Facilities, and will reacquire such 
interest, from time to time, as they are completed in 
consideration for the contemporaneous or prior delivery 
to the Authority of the New Bonds. The principal and 
interest on the Authority Bonds will be payable solely 
from payments made by Met-Ed on the New Bonds, 
and the credit of the Authority will not be pledged to 
the payment of principal and interest on the Authority 
Bonds. The terms of the Authority Bonds and the New 
Bonds will include a mandatory redemption provision 
designed to retire, from time to time beginning after 
the fifteenth year following the date of issuance, not 
less that 25% of the aggregate principal amounts prior 
to maturity. 


Met-Ed requests that the issuance of the New Bonds be 
exempted from the competitive bidding requirements 
of Rule 50 pursuant to Rule 50(a)(5) on the ground that 
competitive bidding would be inappropriate to the 
proposed transactions. 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $120,000, 
including legal fees of $36,000, trustee’s fees of $22,300 
and printing fees of $45,000. The Pennsylvania Public 
Utilities Commission has authoriz2d the proposed 
transactions. No other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20244), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act, and subject further to the 
reservation of jurisdiction ordered below. 


IT IS FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved with respect to the terms of the New 
Bonds as those terms are affected by the issuance and 
sale of the Authority Bonds. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20371/ January 10, 1978 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6102) 

SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF FIRST MORTGAGE BONDS AT 
COMPETITIVE BIDDING 


SEC DOCKET/1359 





Louisiana Power & Light Company (‘‘Louisiana’’), an 
electric utility subsidiary of Middle South Utilities, Inc., 
a registered holding company, has filed a declaration 
and amendments thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 50 
promulgated thereunder regarding the following 
proposed transaction. 


By order dated January 9, 1978 (HCAR No. 20369), 
Louisiana was authorized to issue and sell $75,000,000 
of its First Mortgage Bonds at competitive bidding. 
Such order is supplemented as follows to reflect 
amendments to the original filing. 


Louisiana proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, $75,000,000 principal amount of its First Mortgage 
Bonds of a new series having a term of not less than five 
nor more than 30 years. Louisiana will determine, and 
give notice of, the maturity date of the bonds not later 
than 11:00 A.M. on the third business day preceding 
the day fixed for the presentation of bids. The interest 
rate of the bonds and the price, exclusive of accrued 
interest, to be paid to Louisiana, which will be not less 
than 100% nor more than 102-3/4% of the principal 
amount thereof, will be determined by competitive 
bidding. The bonds will be issued under the Mortgage 
and Deed of Trust, dated as of April 1, 1944, between 
Louisiana and The Chase Manhattan Bank (N.A.), as 
trustee, as heretofore supplemented by various 
indentures and as it is to be further supplemented by a 
twenty-fourth supplemental indenture to be dated the 
first day of the calendar month in which the bonds are 
issued. The bonds will be redeemable, at the option of 
Louisiana, in whole or in part at any time prior to 
maturity. The supplemental indenture will include a 
prohibition, for a period of not more than five years, 
against refunding the bonds, directly or indirectly, with 
funds borrowed at a lower effective interest cost. 


Louisiana will use the net proceeds derived from the 
sale of the bonds to pay, in part, short-term borrowings 
estimated not to exceed $75,000,000 at the time the 
proceeds are received, to finance, in part, Louisiana’s 
construction program, and for other corporate 
purposes. 


No state or federal commission, other than this 
Commission has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20305), and no hearing has 
been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
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findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended, be 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rules 24 and 50 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20372/ January 10, 1978 


In the Matter of 


NORTHEAST UTILITIES 
Hartford, Connecticut 


THE CONNECTICUT LIGHT AND POWER COM- 
PANY 


THE HARTFORD ELECTRIC LIGHT COMPANY 


WESTERN MASSACHUSETTS ELECTRIC COMP- 
PANY 


NORTHEAST NUCLEAR ENERGY COMPANY 
(70-5734) 


SUPPLEMENTAL ORDER RELATED TO FINANCING 
OF NUCLEAR FUEL CORES 


Northeast Utilities(‘‘Northeast’’), a registered holding 
company; The Connecticut Light and Power Company 
(“‘CL&P’’), The Hartford Electric Light Company 


(‘‘HELCO’’), and Western Massachusetts Electric 
Company (‘‘WMECO’’), public-utility subsidiary 
companies of Northeast; and Northeast Nuclear 
Energy Company (‘‘NNEC’’), a subsidiary company of 
Northeast formerly known as The Millstone Point 
Company, have filed with this Commission a further 
post-effective amendment to the application-declara- 
tion in this proceeding pursuant to Sections 9(a), 10, 12, 
and 13 of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed transac- 
tions. 





oL&P, HELCO, and WMECO are the owners as 
tenants-in-common (‘‘Owners’’) of the nuclear 
generating units known as Millstone Unit Nos. 1 and 2 
located at the Millstone Nuclear Power Station, with 
53% , 28%, and 19% ownership interests, respectively. 
NNEC is acting as the agent of the Owners with respect 
to the operation of these units pursuant to an Operating 
Agreement. It receives no fee for this service, and all 
costs are paid by the Owners. NNEC owns the fuel for 
the Unit Nos. 1 and 2 reactors. It has issued its own 
securities to pay for the fuel. The use of the fuel is 
governed by a Fuel Supply Contract with CL&P, 
HELCO, and WMECO. 


By Orders in this proceeding dated October 21, 1975, 
January 16, 1976, October 22, 1976 and March 25, 1977 
(HCAR Nos. 19218, 19346, 19726, and 19960), the 
Commission authorized NNEC to engage in certain 
financing of its nuclear fuel cores and related 
transactions, including the amending of the Fuel 
Supply Contract in certain respects. In said orders the 
Commission reserved jurisdiction over a proposal to 
increase NNEC’s overall rate of return on _ total 
capitalization to an amount in excess: of 10% per 
annum. 


The Northeast system now proposes to amend the Fuel 
Supply Contract in two respects. First, it is proposed to 
exclude from NNEC’s rate of return computation all 
costs of debt (both short and long-term) and other 
senior capital issued to nonaffiliates and to provide 
instead that the expenses for which the Owners would 
reimburse NNEC will include all expenses (interest, 
dividends, commitment fees, etc.) relating to NNEC’s 
short and long-term debt and other senior capital 
issued to nonaffiliated persons to finance nuclear fuel. 
Second, the rate of return provision would thus become 
solely a return on NNEC’s total equity capitalization 
(including common stock, retained earnings, capital 
contributions, etc., and all evidence of indebtedness 
issued by NNEC to the Owners, Northeast, or to any 
other associate company), and such equity return 
provided to NNEC by the Owners would be revised to 
be set at a rate equal to the weighted (on an ownership 
basis) average return on equity granted to the Owners 
in their most recent retail rate proceedings before the 
Connecticut and Massachusetts regulatory com- 
missions. 


The proposed amendment to the Fuel Supply Contract 
would be effective as of January 1, 1977. Accordingly, 
the annual equity return and the overall rate of return 
on NNEC’s capital for the calendar year 1977 under the 
computation proposed for the Fuel Supply would be 
13.095% and 11.440%, respectively. 


As of January 1, 1977, the capitalization of NNEC was 
as follows: 


Total Long-Term Debt $29,000,000 
Equity: 

Common Stock $ 15,000 
Paid in Capital 13,300,000 


Retained Earnings 5,018,000 


Total Equity $18,333,000 


Total Capitalization 


$47,333,000 


No state or federal commission, other than this 
Commission, has jursidiction over the proposed 
transactions. Fees and expenses to be incurred in 
connection with the proposed transactions are limited 
primarily to legal fees, estimated to be $10,000. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20146), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no advese findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendment, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as now amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act and 
subject further to the requirement that NNEC shall 
furnish within 45 days of the close of each quarter: (a) 
the quarterly and year-to-date income and balance 
sheet statements of NNEC and (b) the computation, 
under the Fuel Supply Contract, of the annualized 
equity return and overall rate of return on NNEC’s 
capital. 


IT IS FURTHER ORDERED J that the jurisdiction 
heretofore reserved over the proposal to increase 
NNEC’s overall rate of return on total capitalization to 
in excess of 10% per annum be, and it hereby is, 
released. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20373/ January 12, 1978 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


(70-6099) 


SUPPLEMENTAL ORDER CORRECTING ERROR IN 
ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


By order of December 29, 1977, the Commission 
granted the application and amendment thereto of 
General Public Utilities Corporation in the above- 
entitled proceeding (HCAR No. 20346). The eighth 
paragraph of that order was incomplete and is hereby 
amended to read as follows: 


‘IT IS ORDERED, pursuant to the 
applicable provisions of the Act and rules 
thereunder, that said application, as 
amended, be, and it hereby is, granted 
forthwith, subject to the terms and 
conditions prescribed in Rule 24 promul- 
gated under the Act, except that certificates 
thereunder shall be filed quarterely.’’ 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsirnmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20374/ January 12, 1978 


In the Matter of 
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PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-5987) 


SUPPLEMENTAL ORDER CORRECTING ERROR IN 
ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


By Order of December 29, 1977, the Commission 
granted the application and post-effective amendments 
thereto of Pennsylvania Electric Company in the 
above-entitled proceeding (HCAR No. 20347). The 
ninth paragraph of that order was incomplete and is 
hereby amended to read as follows: 


‘IT 1S ORDERED, pursuant to the 
applicable provisions of the Act and rules 
thereunder, that said application, as 
amended by said post-effective amendments 
be, and it hereby is, granted forthwith, 
subject to the terms and conditions 
prescribed in Rule 24 promulgated under 
Act, except that certificates thereunder shall 
be filed quarterly.’’ 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20375/ January 12, 1978 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


(70-5982) 


SUPPLEMENTAL ORDER CORRECTING ERROR IN 
ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


By order of December 30, 1977, the Commission 
granted the application and post-effective amendments 
thereto of Metropolitan Edison Company in the 
above-entitled proceeding (HCAR No. 20358). The 
ninth paragraph of that order was incomplete and is 
hereby amended to read as follows: 





“‘IT 1S ORDERED, pursuant to the 
applicable provisions of the Act and rules 
thereunder, that said application, as 
amended by said post-effective amendments 
be, and it hereby is, granted forthwith, 
subject to the terms and conditions 
prescribed in Rule 24 promulgated under 
the Act, except that certificates thereunder 
shall be filed quarterly.’’ 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20376/ January 12, 1978 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6098) 


SUPPLEMENTAL ORDER CORRECTING ERROR IN 
ORDER AUTHORIZING ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


By Order of December 29, 1977, the Commission 
granted the application and amendment thereto of 
Jersey Central Power & Light Company in the 
above-entitled proceeding (HCAR No. 20345). The 
tenth paragraph of that order was incomplete and is 
hereby amended to read as follows: 


‘IT IS ORDERED, pursuant to the 
applicable provisions of the Act and rules 
thereunder, that said application, as 
amended, be, and it hereby is, granted 
forthwith, subject to the terms and 
conditions prescribed in Rule 24 promul- 
gated under the Act, except that certificates 
thereunder shall be filed quarterly.’’ 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20377/ January 12, 1978 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6108) 


NOTICE OF PROPOSED ISSUANCE AND SALE AT 
COMPETITIVE BIDDING OF FIRST MORTGAGE 
BONDS AND CUMULATIVE PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Indiana and 
Michigan Electric Company (‘‘I&M’’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc. (‘‘AEP’’), a registered holding 
company, has filed with this Commission an 
application-declaration pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), designating 
Sections 6(b) and 12(c) of the Act and Rules 42 and 50 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


1&M_ proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $100,000,000 aggregate principal amount of 
its first mortgage bonds of a new series (‘‘Bonds’’), 
having a maturity date of March 1, 2008. The interest 
rate (which will be expressed in a multiple of 1/8 of 1%) 
and the price to be paid to |1&M for the Bonds (which 
shali not be less than 100%, unless 1&M shall authorize 
a lower percentage not less than 99%, and shall not 
exceed 102-3/4%) will be determined by competitive 
bidding. None of the Bonds may be redeemed prior to 
March 1, 1983, if such redemption is for the purpose of 
refunding such Bond through the use, directly or 
indirectly, of borrowed funds at an effective interest 
cost less than the effective interest cost of the Bonds. 


1&M also proposes to issue and sell at competitive 
bidding up to 1,600,000 shares of a new series of its 
cumulative preferred stock (‘‘Preferred Stock’’), par 
value $25 per share. The price to be paid to |&M shall 
be $25 per share, which shall also be the price at which 
the Preferred Stock shall be initially offered to the 
public. The dividend rate (which will be expressed in a 
multiple of $.01) and the amount per share to be paid by 
1&M as compensation to the purchasers will be 
determined by competitive bidding. None of the shares 
of the Preferred Stock may be redeemed prior to March 
1, 1983, if such redemption is for the purpose of 
refunding such stock, directly or indirectly, through the 
incurring of debt or the issuance of stock ranking 
equally with or prior to the Preferred Stock at an 
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effective interest cost or effective dividend cost less 
than the effective dividend cost of the Preferred Stock. 
The terms of the Preferred Stock may also include a 
sinking fund provision pursuant to which 1&M would 
retire at $25 per share, commencing no earlier than five 
years after the sale, not more than 5% annually of the 
number of shares initially issued, with the non-cumula- 
tive option on any sinking fund date of redeeming at 
$25 per share an additional like number of shares and 
with the option to credit against any sinking fund 
requirement the shares of Preferred Stock theretofore 
purchased or otherwise acquired by I|&M. It is proposed 
that 1&M will decide upon the necessity for a sinking 
fund provision at a subsequent date and notify 
prospective bidders of its decision by telegram 
reasonably in advance of, but not less than 72 hours 
prior to, the bidding date. 


It is stated that no condition is to be contained in the 
Bond purchase contract requiring the issuance and sale 
of the Preferred Stock, nor is any condition to be 
contained in the Preferred Stock purchase contract 
requiring the issuance and sale of the Bonds. Neither 
the Bonds nor the Preferred Stock will, however, be 
issued and sold unless |&M shall receive prior to such 
sale one or more cash capital contributions in an 
aggregate amount of $40,000,000 from AEP. The 
making of such cash capital contributions by AEP is the 
subject of a separate application with this Commission 
(File No. 70-6082). 


The proceeds from the sale of the Bonds and/or 
Preferred Stock will be used to repay unsecured 
short-term indebtedness and to reimburse I&M’s 
treasury for expenditures incurred in connection with 
its construction program. As of December 14, 1977, 
1&M had approximately $111,151,000 principal amount 
of short-term debt outstanding, and it is anticipated 
that at the time of the sale of the Bonds and/or 
Preferred Stock approximately $120,000,000 principal 
amount of such unsecured short-term debt will be 
outstanding. 1&M estimates its 1978 construction costs 
will be approximately $181,000,000 (exclusive of 
construction costs of approximately $39,600,000 of its 
generating subsidiary). 


The fees and expenses to be incurred in connection with 
the proposed transactions will be supplied by 
amendment. It is stated that the Public Service 
Commission of Indiana and the Michigan Public Service 
Commission have jurisdiction over the proposed 
transactions. No other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 7, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
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and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release no. 20378/ January 12, 1978 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-6101) 


ORDER RELEASING JURISDICTION OVER THE 
TERMS OF PROPOSED AGREEMENT WITH STATE 
AUTHORITY FOR CONSTRUCTION OF POLLUTION 
CONTROL EQUIPMENT AND OVER FEES AND 
EXPENSES INCURRED THEREIN 


Southwestern Electric Power Company (‘‘SWEPCO’’), 
an electric utility subsidiary of Central and South West 
Corporation, a registered holding company, has filed 
post-effective amendments to the application-declara- 
tion previously filed with this Commission pursuant to 
Sections 9(a), 10 and 12(d) of the Public Utility Holding 
Company Act of 1935 and Rule 44 promuigated 





thereunder regarding the following proposed trans- 
action. 


By order dated December 28, 1977 (HCAR No. 20340), 
SWEPCO was authorized to enter into a First 
Amendatory Installment Sale Agreement (‘‘Amenda- 
tory Agreement’’) with the Titus County Fresh Water 
Supply District No. 1 (‘‘District’’), an instrumentality of 
the state of Texas, pursuant to which the District would 
undertake to finance the construction of certain air and 
water pollution control facilities and sewage and solid 
waste disposal facilities (‘‘Facilities’’) through the 
issuance by the District of its Pollution Control Revenue 
Bonds, 1978 Series A (Southwestern Electric Power 
Company Project) is an aggregate amount expected to 
be approximately $17,500,000 and in no event to exceed 
$18,500,000 (‘‘Bonds’’). The Amendatory Agreement is 
contemplated by the Installment Sale Agreement 
relating to the District’s Pollution Control Revenue 
Bonds, 1974 Series A (Southwestern Electric Power 
Company Project) in an aggregate amount expected to 
entered into pursuant to the Commission’s order of 
October 17, 1974 (HCAR No. 18609). The Amendatory 
Agreement provides that SWEPCO will transfer to the 
District its interest in the Facilities and that the District 
will own the Facilities during the period of construction. 
SWEPCO, as agent for the District will provide for the 
completion of the Facilities and will be reimbursed by 
the District for the costs incurred in connection 
therewith. Title to the Facilities will be reconveyed to 


SWEPCO pursuant to the Amendatory Agreement 
upon completion of construction. 


Jurisdiction was reserved with respect to (i) the amount 
of SWEPCO’s payment under the Amendatory 
Agreement to service interest requirements of the 
Bonds, (ii) the terms of the Amendatory Agreement 
relating to the maturities and sinking fund redemption 
requirement of the Bonds and (iii) the fees and 
expenses to be incurred in connection with the 
proposed transaction. 


SWEPCO has now filed post-effective amendments to 
its application-declaration in this proceeding informing 
the Commission that the principal amount of Bonds to 
be issued has been determined to be $16,200,000. The 
interest rate for the Bonds will be 6%, with a price to 
the public of 100%, plus accrued interest from January 
1, 1978, to the date of delivery. Net proceeds to the 
issuer will be 98.8% or $16,005,600 plus accrued 
interest from January 1, 1978. The effective interest 
cost to SWEPCO is 6.08%. The Bonds will be subject to 
mandatory redemption (or purchase for cancellaton) 
through the operation of a sinking fund at the principal 
amount thereof, without premium, plus accrued 
interest to the date of redemption in the principal 
amount of $450,000 on January 1 of each of the years 
1999 through 2007 inclusive. The Bonds will mature 30 
years from the date of issue. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $325,000, 
including a total of $29,200 in SWEPCO legal fees, 
$80,825 in Bond counsel fees, $2,500 in underwriter 
legal fees, $7,500 in accountant fees and $7,500 in 
trustee fees. 


Upon the basis of the facts in the record, as amended by 
said post-effective amendments, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the pubiic 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendments, be granted and permitted 
to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the. terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that the jurisdiction 
heretofore reserved in the order of October 6, 1977 with 
respect to (i) the amount of SWEPCO’s payments under 
the Amendatory Agreement to service interest 
requirements on the Bonds, (ii) the terms of the 
Amendatory Agreement relating to the maturities and 
sinking fund redemption requirement of the Bonds and 
(iii) the fees and expenses to be incurred in connection 
with the proposed transaction be, and hereby is, 
released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20379/ January 12, 1978 


In the Matter of 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 


THE CONNECTICUT LIGHT AND POWER COM- 
PANY 
Berlin, Connecticut 
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THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC COM- 
PANY 
Western Springfield, Massachusetts 


(70-6045) 


SUPPLEMENTAL ORDER RELEASING JURISDIC- 
TION OVER FEES AND EXPENSES 


New England Power Company (‘‘NEPCO’’), an electric 
utility subsidiary of New England Electric System, a 
registered holding company, and The Connecticut Light 
and Power Company (‘‘CLP&L’’), The Hartford 
Electric Light Company (‘‘HELCO’’) and Western 
Massachusetts Electric Company (‘‘WEMCO’’), each 
of the last three named companies being an electric 
utility subsidiary of Northeast Utilities, a registered 
holding company, have filed with this Commission a 
post-effective amendment to their declaration 
previously filed in this matter pursuant to Sections 
12(b) and 12(f) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) regarding the following proposed 
transaction. 


By order dated September 12, 1977 (HCAR No. 20168) 
this Commission authorized declarants to guarantee the 
payment of certain retrospective insurance premiums 
concerning their ownership interests in various nuclear 
generating companies. Jurisdiction was reserved in 
said order with respect to the legal fees to be incurred 
in connection with the proposed transaction. 


By post-effective amendment filed in this proceeding, 
declarants state that the legal fees are as follows: $1,500 
for CL&P and HELCO; $900 for WEMCO; and $1,900 
for NEPCO. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective, and that the jurisdiction heretofore reserved 
be released: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act, and that the reservation 
of jurisdiction previously ordered be, and it hereby is, 
released. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20380/ January 12, 1978 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahorna 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 


(70-6092) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
PROJECT BONDS IN A PRIVATE PLACEMENT BY 
SUBSIDIARY, GRANTING REQUEST FOR EXEMP- 
TION FROM COMPETITIVE BIDDING ANC AU- 
THORIZING CAPITAL CONTRIBUTION BY HOLDING 
COMPANY TO SUBSIDIARY 


Central and South West Corporation (‘‘CSW’’), a 
registered holding company, and its electric utility 
subsidiary company Public Service Company of 
Oklahoma (‘‘PSO’’) have filed with this Commission an 
application-declaration and amendments thereto 
pursuant to Sections 6, 7, 9(a), 10, 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rules 43, 45, 50(a)(3) and 50(a)(5) promulgated 
thereunder regarding the following proposed trans- 
actions. 


PSO has under construction near Oologah, Oklahoma 
Units Nos. 3 and 4 (the ‘‘Project’’) of its Northeastern 
Station (the ‘‘Plant’’). The Project consists of two 450 
megawatt, coal-fired steam electric generating units 
and related transmission substations, relevant details 
of which are as follows: 


(See next page) 


PSO proposes to finance construction of the Project 
through a transaction involving the issuance and sale of 
intermediate-term project bonds (the ‘‘Project 
Bonds’’). The Project Bonds would be issued under an 
indenture dated as of January 1, 1978 (the 
‘‘Indenture’’) between PSO and Bankers Trust 
Company of New York, as trustee (the ‘‘Trustee’’). The 





Scheduled 
Completion 


Estimated 
Total Cost 


Expended as of 
September 30, 1977 








June 1979 
June 1980 


$160,000,000 
128,000,000 





$47,878,000 
5,182,000 


The substations are estimated to cost an additional 
$7,200,000. PSO’s total estimated capital budget for 


1978 - 1980 is as follows: 


1978 


$182,000,000 
25,000,000 
21,000,000 


Generation 

Transmission 

Distribution 

Fuel exploration 
& development 

General 


28,000,000 
1,000,000 


1979 


$177,000,000 
24,000,000 
20,000,000 


27,000,000 
5,000,000 


1980 


Total 


$189,000,000 
38,000,000 
22,000,000 


$547 ,000,000 
87,000,000 
63,000,000 


28,000,000 
4,000,000 


83,000,000 
10,000,000 








$257 ,000,000 


$253,000,000 





$281 ,000,000 $790,000,000 





Project Bonds would be secured by a lien on the Plant 
subordinate to the lien of PSO’s First Mortgage 
Indenture. Proceeds of the Project Bonds would be 
deposited in a Project Fund created under the 
Indenture and would be withdrawn by PSO to pay for 
costs of the Project, as defined in the Indenture. 
Proceeds of Project Bonds used to refund other Project 
Bonds would be deposited in a Bond Fund created 
under the Indenture, as would other sums from PSO 
necessary to pay principal of and interest on the Project 
Bonds. 


The Project Bonds would be issuable under the 
Indenture in an aggregate principal amount not to 
exceed $500,000,000 (a fixed limit being required in 
mortgages under Oklahoma law). PSO requests 
authority at this time for the issuance and sale of an 
aggregate principal amount not to exceed $120,000,000 
of Project Bonds outstanding at any one time, to be 
issued from time to time through December 31, 1978. 
The extent to which PSO will meet the needs of the 
Project through the sale of Project Bonds, and the 
timing of issuance of Project Bonds, will depend on its 
general cash position. PSO expects to generate 
approximately 25% of its overall capital needs for 
1978-1980 from internal sources. PSO does not expect 
to issue any long-term debt during the period of the 
proposed Project financing. The Project Bonds would 
ultimately be retired through long-term debt or other 
permanent financing. PSO anticipates receiving an 
estimated $45,000,000 common equity contribution 
from CSW and making a public offering of an estimated 
$35,000,000 in preferred stock during 1978. PSO 
expects to continue to make some short-term 


borrowings from CSW, its affiliates or banks, pursuant 
to authority granted by this Commission’s order of 
December 30, 1976 (HCAR No. 19829), as necessary to 
provide financing flexibility. PSO projects that it will 
issue during the 1978-1980 period approximately 
$210,000,000 of additional equity, approximately 
$80,000,000 in the form of preferred stock. 


The Project Bonds will mature in more than nine 
months from the date of issue, will bear maturities 
designed to permit their orderly refunding with long- 
term debt or permanent financing on or before 
December 31, 1982, and will be sold from time to time 
to pay the costs of the Project, including repayment of 
short-term borrowings incurred to pay such costs. The 
Project Bonds would be placed by Salomon Brothers 
(‘‘Salomon’’), acting as agent for PSO, with 
institutional investors on a list prepared by Salomon. 
The Project Bonds would be sold at par, and PSO would 
pay Salomon a placement fee of 3/16ths of 1% of the 
principal amount thereof. The interest rate on each 
series of Project Bonds would be subject to approval 
upon supplemental application to and order of this 
Commission. All Project Bonds will be sold in 
transactions which did not constitute public offerings 
and were exempt from registration under the Securities 
Act of 1933, as amended, pursuant to Section 4(2) 
thereof. By their acceptance of Project Bonds, 
purchasers would represent that their purchase was 
being made for investment and not with a view to public 
distribution. Project Bonds would be issuable in 
denominations no smaller than $100,000. No 
transaction for less than $250,000 principal amount of 
Project Bonds would be permitted and any resale or 
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transfer of Project Bonds could be made only to or 
through Salomon or to an institution on the list referred 
to above. Although the Indenture makes provision for 
Project Bonds maturing in less than nine months, PSO 
does not propose to avail itself of these provisions. All 
Project Bonds would be issuable in registered form and 
would be non-callable. 


Project Bonds may not be issued after completion of the 
Project except to pay principal and interest on 
outstanding Project Bonds. No Project Bonds may have 
a maturity date later than January 1, 1983. This period 
is designed to give PSO time to refund Project Bonds 
with long-term debt. This maturity limit could be 
extended by amendment to the Indenture without the 
consent of the bondholders, but any such amendment 
would be subject to further application to and order of 
this Commission. The Indenture establishes a Bond 
Fund out of which all payments of principal and interest 
on Project Bonds must be made. PSO is obligated to 
deposit sufficient amounts in the Bond Fund to meet all 
such payments. The Indenture also obligates PSO to 
use its best efforts to complete the Project in a timely 
manner, to keep the Plant insured and to retain title to 
the Plant, subject to rights to make modifications and 
improvements and to sell worn-out components and 
secure the release of components or interests 
condemned, or sold or leased in connection with any 
pollution control financing or sale of an interest in the 
Project. The Indenture also contains a covenant by PSO 
not to impose further liens and encumbrances on any of 
its properties except for the lien of its First Mortgage 
Indenture and other specified. liens. 


It is stated the PSO is proposing the intermediate-term 
Project Bond financing because of restrictions under its 
First Mortgage Indenture, several provisions of which 
PSO believes would operate to prevent first mortgage 
bond financings or, if additional first mortgage bonds 
were issued, would require that outstanding bonds be 
called in 1980. PSO further states that it is preparing, 
subject to separate authorization from this Commis- 
sion, to file a suit against the First Mortgage Indenture 
wustee and bondholders for:a declaratory judgment 
giving it relief from these provisions. The timing of this 
suit is expected to be generally the same as the timing 
of the construction and acquisition of the Project. 


CSW and PSO request ‘authorization for CSW to make 
capital contributions to PSO from time to time during the 
first three months of 1978 in amount aggregating not 
more than $45,000,000. PSO proposes to issue and sell 
an initial series of Project Bonds, in an aggregate 
principal amount of $70,000,000, prior to January 31, 
1978, to reimburse costs of the Project incurred or to be 
incurred prior tothe date of sale.of such bonds. PSO 
requests an exemption from the“competitive bidding 
requirements of Rule 50 in connection with the 
proposed issue and sale pursuant to Rule 50(a)(5) on 
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the ground that the nature of the market for such 
obligations makes it impractical to invite offers for the 
Project Bonds on a competitive bidding basis. 


The fees and expenses to be incurred in connection with 
the proposed transactions will be supplied by 
amendment. The Corporation Commission of the State 
of Oklahoma has authorized the proposed transactions. 
No other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20319), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT !S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, and 
subject further to the reservation of jurisdiction ordered 
below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the interest rate on 
each series of Project Bonds and with respect to the 
fees and expenses to be incurred in connection with the 
proposed transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20381/ January 12, 1978 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


(70-6024) 





SUPPLEMENTAL ORDER AUTHORIZING GUAR- 
ANTY BY HOLDING COMPANY OF LEASE 


General Public Utilities Corporation (‘‘GPU’’), a re- 
gistered holding company, has filed with this Com- 
mission a third post-effective amendment to the de- 
claration previously filed and amended in this matter 
pursuant to Section 12 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 45 promulgated 
thereunder regarding the following proposed trans- 
action. 


By order dated July 19, 1977 (HCAR No. 20114), GPU 
was authorized, inter alia, to guarantee certain obliga- 
tions of its subsidiary GPU Service Corporation 
(‘‘Service Company’’) related to Service Company’s 
leasing of certain computer equipment. The obligations 
guaranteed were pursuant to a lease dated as of May 
13, 1977 (the ‘‘Original Lease’’), with First Security 
Bank, N.A., a national banking association, not in its 
individual capacity, but solely as trustee (the 
‘*Trustee’’) under a Master Trust Agreement between 
it and Itel Capital Services Corporation. By order dated 
December 16, 1977 (HCAR No. 20322), GPU was 
authorized to guarantee Service Company’s obligations 
under two separate lease agreements (the ‘‘New 
Leases’’) with the Trustee concerning the leasing of 
new computer equipment. The first New Lease, dated 
as of November 2, 1977, was executed on or about 
November 28, 1977. The second New Lease, dated as of 
November 3, 1977, was executed on or about December 
ar, 1977. 


By its third post-effective amendment filed in this 
proceeding, GPU states that the second New Lease was 
executed with Seafirst Leasing Corporation (‘‘Sea- 
first’’) as lessor, rather than with the Trustee under the 
Original Lease and the first New Lease as originally 
anticipated. The terms and provisions of the second 
New Lease are substantially identical with those in the 
Original New Lease and the first New Lease, except for 
the change in the name of the lessor and for the 
deletion of references to the Lender, Beneficiary, 
Trustee and related parties. The latter deletions were 
required because the method of financing the purchase 
of the equipment by Seafirst was different from that 
employed by the Trustee. The rights and obligations of 
Service Company under the second New Lease are un- 
changed, and GPU’s obligations under the related 
Guaranty Agreement are unchanged. 


There are no fees or expenses to be incurred in 
connection with the proposed transaction. No state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 


rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act: 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20382/January 12, 1978. 


In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 

225 Baronne Street 

New Orleans, Loulsiana 70112 
ARKANSAS POWER & LIGHT COMPANY 
First National Building 

Little Rock, Arkansas 72203 


(70-5999) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 


GARDING ISSUANCE AND SALE OF COMMON 
STOCK BY SUBSIDIARY TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (‘‘Middle South’’), a registered holding 
company, and its electric ‘utility subsidiary company, 
Arkansas Power &: Light‘ Company (‘‘Arkansas’’), have 
filed with this Commission a post-effective amendment 
to the application in. this proceeding pursuant to 
Sections 6(b), 9(a), and 10 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the following 
proposed transaction. All interested persons are 
referred to the amended application, which is sum- 
marized below, for a complete statement of the pro- 
posed transaction. 


By order in this proceeding dated May 16, 1977 (HCAR 
No. 20028), the Commission authorized Arkansas to 
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issue and sell to Middle South, and Middle South to 
acquire from Arkansas, from time to time until 
December 31, 1977, at the price of $12.50 per share, or 
$30,000,000 in the aggregate, 2,400,00 presently 
authorized but unissued shares of the common stock of 
Arkansas, $12.50 par value. At that time, Arkansas had 
outstanding 29,436,773 shares of common stock, $12.50 
par value, having an aggregate par value on its books of 
$367 ,959,662.50, all of which shares were owned by 
Middle South. 


The post-effective amendment states that, on May 18, 
1977, Arkansas issued and sold to Middle South 
1,200,000 shares of its common stock for a purchase 
price of $15,000,000 and that, subsequently, Arkansas 
has not issued and sold any additional shares of 
common stock. Arkansas and Middle South now believe 
it is in their best interest that the additional 1,200,000 
shares of common stock be sold and delivered by 
Arkansas to Middle South from time to time through 
and including June 30, 1978, in increments to be 
determined by Arkansas and Middle South. 


The Arkansas Public Service Commission and the 
Tennessee Public Service Commission have authorized 
the issuance and sale of the new common stock by 
Arkansas. No other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 8, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
post-effective amendment to the application which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should 
be served personally or by mail upon the applicants at 
the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as now amended or as it may be 
further amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10084/ January 6, 1978 


In the Matter of 


THE LEHMAN CORPORATION 
One South William Street 
New York, New York 10004 


(811-12) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


The Lehman Corporation, a Maryland corporation 
(‘‘Applicant’’) registered under the Investment 
Company Act of 1940 (‘‘Act’’) as a closed-end diversi- 
fied management investment company, filed an 
application pursuant to Section 8(f) of the Act, on behalf 
of The Lehman Corporation, formerly a Delaware 
corporation (‘‘Lehman Delaware’’), registered under 
the Act as a closed-end diversified management invest- 
ment company, for an order of the Commission de- 
claring that Lehman Delaware has ceased to be an in- 
vestment company as defined in the Act. 


On December 7, 1977, a notice was issued (Investment 
Company Act Release No. 10047) of the filing of the ap- 
plication. The notice gave interested persons an op- 
portunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that 
Lehman Delaware has ceased to be an investment 
company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of The Lehman Corporation, 
formerly incorporated in Delaware, under the Act shall 
forthwith cease to be in effect. 





» For the Commission, by the Division of Investment 
® Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10085/ January 6, 1978 


In the Matter of 


PENN STATE TAX EXEMPT INVESTMENT TRUST 
SERIES 1 (AND SUBSEQUENT SERIES) ? 

c/o E. F. Hutton & Company, Inc. 

One Battery Park Plaza 

New York, New York 10004 


(812-4228) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 14(a) OF THE ACT AND RULES 19b-1 
AND 22c-1 UNDER THE ACT 


On December 12, 1977, a notice was issued (Investment 
Company Act Release No. 10057) of an application filed 
by Penn State Tax Exempt Investment Trust, Series 1 
(and Susequent Series) (‘‘Applicant’’), a unit 
investment trust registered under the Investment 
Company Act of 1940 (‘‘Act’’), for an order of the Com- 
mission pursuant to Section 6(c) of the Act exempting 
Applicant from the provisions of Section 14(a) of the Act 
and Rules 19b-1 and 22c-1 under the Act. Applicant 
sought relief from the minimum net worth require- 
ments of Section 14(a) of the Act, the limitations on 
capital gains distribution contained in Rule 19b-1 under 
the Act and the daily pricing requirements of Rule 22c-1 
under the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information contained in the application, 
that the granting of the requested exemptions is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 


intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application of Penn State Tax Exempt Invest- 
ment Trust, Series 1 (and Subsequent Series) for ex- 
emption from the provisions of Section 14(a) of the Act 
and Rules 19b-1 and 22c-1 under the Act, to the extent 
requested, be, and hereby is, granted, effective forth- 
with. 


For the Commission, by the Division of Investment 
Management, pursuant.to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10086/ January 6, 1978 


In the Matter of 


ROWE PRICE NEW ERA FUND, INC. 
100 East Pratt Street 
Baltimore, Maryland 21202 


(912-4152) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 17(f) OF THE ACT 


Rowe Price New Era Fund, Inc. (‘‘Applicant’’), an 
open-end, diversified, management investment com- 
pany registered under the Investment Company Act of 
1940 (‘‘Act’’), filed an application on July 5, 1977, and 
amendments thereto on September 7 and November 7, 
1977, for an order pursuant to Section 6(c) of the Act, 
exempting Applicant from Section 17(f)(1) of the Act to 
permit Applicant’s custodian, State Street Bank and 
Trust Company, to enter into a subcustodian agreement 
with The National Bank of Australasia, Ltd. (‘‘Bank’’) 
and to permit some of Applicant’s securities to be 
deposited with the Bank in accordance with the terms of 
a subcustodian agreement. 


On December 8, 1977, a notice (Investment Company 
Act Release No. 10051) was issued of the filing of said 
application. The notice gave interested persons an op- 
portunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
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for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the request for exemption from Section 17(f) of the 
Act be, and hereby is, granted, effective herewith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10087/ January 10, 1978 


In the Matter of 


NPG GROWTH FUND, INC. 
1200 Stewart Avenue 
Garden City, New York 11530 


(811-1706) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On December 12, 1977, a notice was issued (Investment 
Company Act Release No. 10058) of an application filed 
by NPG Growth Fund, Inc. (‘‘Applicant’’), an open- 
end, non-diversified management investment company 
registered under the Investment Company Act of 1940 
(‘‘Act’’), for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 
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IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of NPG Growth Fund, Inc., under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10088/ January 10, 1978 


In the Matter of 


AMERICAN NATIONAL GROWTH FUND SHARE 
ACCUMULATION PLANS 


and 


SECURITIES MANAGEMENT & RESEARCH, INC. 
Two Moody Plaza 
Galveston, Texas 77550 


(811-2195) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940 FOR AN ORDER DECLARING THAT 
THE PLAN HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that American National 
Growth Fund Share Accumulation Plans (‘‘Plan’’), 
registered under the Investment Company Act of 1940 
(‘‘Act’’) as a unit investment trust, and the Plan’s 
Sponsor, Securities Management & Research, Inc. 
(‘SM & R’’), (GM & R and Plan are collectively 
referred to herein as ‘‘Applicants’’), filed an applica- 
tion on December 1, 1977, and an amendment thereto 
on December 12, 1977, pursuant to Section 8(f) of the 
Act, for an order of the Commission declaring that the 
Plan has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations set forth therein, 
which are summarized below. 


The Plan was organized on May 10, 1971, pursuant to 
Texas law, as a systematic investment plan to facilitate 
purchases by investors of shares of American National 
Growth Fund (‘‘Growth Fund’’), registered under the 





Act as an open-end, diversified management 
investment company. The Moody National Bank of 
Galveston, by a custodian Agreement dated May 10, 
1971, served as the Plan’s custodian. The Plan 
registered under the Act on May 10, 1971, and on that 
date it also filed a registration statement on form S-6 
(File No. 2-41399) under the Securities Act of 1933. This 
registration statement was declared effective by the 
Commission on May 22, 1972. 


Pursuant to the above registration statement the Plan 
offered and sold accumulation plans to the public. 
However, because of lack of investor interest, SM & R 
determined in December of 1975, that the interests in 
the Plan should no longer be offered for sale to the 
public, and that the Plan should be dissolved. By a 
letter dated February 26, 1976, all Plan owners were 
solicited to terminate their participation in the Plan 
voluntarily and for their consent to liquidation of the 
Plan. All Plan owners agreed to terminate their 
participation and consented to liquidation. In the 
liquidation, each Plan owner received: (1) a pro rata 
distribution of the shares of the underlying Growth 
Fund, and (2) an additional number of Growth Fund 
shares equal to the difference between what the Plan 
owner could have purchased at the prescribed 8.5% (or 
other applicable) Growth Fund sales charge and what 
he actually purchased at the higher initial sales charges 
permitted by the Plan. The additional Growth Fund 
shares distributed to the former Plan owners were 


purchased by SM & R and did not result in any 
expense or loss to the Plan or to the Growth Fund. 


After liquidation of the Plan, the Custodian Agreement 
with the Moody National Bank was terminated on May 4, 
1976. The Plan currently has no assets or Plan 
owners, and does not have any liabilities or owe obliga- 
tions to any person. Applicants are not now making and 
do not propose to make any public offering of interests 
in the Plan. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company 
has ceased to be an investment company, it shall so 
declare by order and, upon the taking effect of such 
order, the registration of such company shall cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 6, 1978, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the application accompanied by a state- 
ment as to the nature of his interest, the reasons for 
such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication snould be 


addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon Ap- 
plicants at the address stated above. Proof of service 
(by affidavit, or in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application herein will be issued as a 
matter of course following said date unless the Com- 
mission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10089/ January 10, 1978 


see 


SECURITIES ACT OF 1933 
Release No. 5986/ January 10, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10090/ January 11, 1978 


In the Matter of 

FIDELITY DAILY INCOME TRUST 
FIDELITY THRIFT TRUST 

FIDELITY MUNICIPAL BOND FUND, INC. 
FIDELITY EXCHANGE FUND 

FIDELITY LIMITED TERM MUNICIPALS 
FIDELITY AGGRESSIVE INCOME FUND 
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FIDELITY HIGH YIELD MUNICIPALS 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4227) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19). 


Fidelity Daily Income Trust, Fidelity Thrift Trust, 
Fidelity Municipal Bond Fund, Inc., Fidelity Exchange 
Fund (2 !imited partnership) Fidelity Limited Term 
Municipals, Fidelity Aggressive Income Fund, and 
Fidelity High Yield Municipals, each an open-end 
investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’) (hereinafter collectively 
‘‘Applicants’’) filed an application on November 4, 
1977, pursuant to Section 6(c) of the Act for an order of 
the Commission declaring that Dwight L. Allison, Jr. 
shall not be deemed an ‘“‘interested person’’ of 
Applicants or their investment adviser of principal 
underwriter within the meaning of Section 2(a)(19) of 
the Act solely by reason of his status as (1) President 
and chief executive officer of The Boston Company, 
Inc.; (2) Chairman of the Board of Directors of Boston 
Safe Deposit and Trust Company; and (3) Director of 
the Boston Company Financial Strategies, Inc. 


On December 14, 1977, a notice (Investment Company 
Act Release No. 10062) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 2(a)(19) of the Act to the extent requested be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10091/ January 12, 1978 


In the Matter of 


PROFESSIONAL INVESTMENT COMPANY, 
INCORPORATED 

1013 New York Avenue 

Alamogordo, New Mexico 88310 


(811-2400) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Professional Invest- 
ment Company, Incorporated, (‘‘Applicant’’), a New 
Mexico corporation registered as an open-end, 
diversified management company under the Invest- 
ment Company Act of 1940 (‘‘Act’’), filed an applica- 
tion on November 18, 1977, pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant was organized on October 15, 1962 and 
registered under the Act on August 20, 1973. On 
February 15, 1977, Applicant’s shareholders voted to 
dissolve the corporation and liquidate its assets. Ap- 
plicant represents that the assets of the corporation 
were liquidated and a liquidation dividend was paid to 
all shareholders of record. Applicant states that the 
sum of $721.46, representing liquidation dividends and 
previous uncashed dividend checks for shareholders 
who could not be located, has been deposited with the 
State Treasurer of New Mexico. Applicant represents 
that it filed Articles of Dissolution with the New Mexico 
State Corporation Commission on September 23, 1977, 
and that it now has no stockholders, assets, liabilities, 
or business activities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon the effectiveness of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 6, 1978, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 





request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants. at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10092/ January 12, 1978 


In the Matter of 


LIFE INVESTORS INSURANCE COMPANY OF 
AMERICA SEPARATE ACCOUNT A 

4333 Edgewood Road Northeast 

Cedar Rapids, lowa 52406 


(811-2381) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On December 13, 1977, a notice was issued (Investment 
Company Act Release No. 10061) stating that Life 
Investors Insurance Company of America Separate 
Account A (‘‘Applicant’’), a separate account of Life In- 
vestors Insurance Company of America, an lowa stock 
life insurer, which is registered as an open-end 
management investment company under the Invest- 
ment Company Act of 1940 (‘‘Act’’), filed an applica- 
tion on November 15, 1977, pursuant to Section 8(f) of 


the Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. Ac- 
cordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Life Investors Insurance 
Company of America Separate Account A under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT 
OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 613/ January 12, 1978 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14368/ January 12, 1978 








LITIGATION 





Litigation Release No. 8243/ January 6, 1978 


SEC v. BROKERS TRADING, INC. 
(USDC, Dist. Minn. Civil Action No. 4-77-4538) 
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William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, announced the filing of a complaint in the 
United States District Court for the District of 
Minnesota (Fourth Division) on December 16, 1977, 
seeking preliminary and permanent injunctions against 
Brokers Trading, Inc., a broker-dealer located in 
Minneapolis, Minnesota. 


The Commission’s complaint alleged that Brokers 
Trading, Inc., was insolvent and was in violation of both 
the Commission’s net capital rule and the rule re- 
quiring the maintenance of a prescribed amount of cash 
or qualified securities in a reserve bank account for the 
benefit of customers. In addition to seeking preliminary 
and permanent injunctions against further violations of 
these rules, the Commission sought the appointment of 
a temporary receiver and an order restraining Brokers 
Trading, Inc. from transferring, selling, pledging and 
disposing of its assets. 


Without admitting or denying the allegations in the 
Commission’s complaint, Brokers Trading, Inc. 
consented on December 16, 1977, to the entry of an 
order of preliminary injunction, the appointment of a 
temporary receiver, and an order restraining the firm 
from disposing of its assets. 


On December 22, 1977, upon the filing of an application 
by the Securities Investor Protection Corporation and 
with the consent of Brokers Trading, Inc., The 
Honorable Miles W. Lord, Judge of the United States 
District Court, entered an order adjudicating that the 
customers of Brokers Trading, Inc. were in need of the 
protection of the Securities Investor Protection Act of 
1970, and appointed Timothy M. Heaney, Esq., as 
Trustee for the Liquidation of the business of Brokers 
Trading, Inc. 





Litigation Release No. 8244/ January 6, 1978 


SEC v. WILLIS E. BURNSIDE & CO., INC., ET AL. 
(Civil Action File No. 77-5686 (S.D.N.Y. 1977)) 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission (‘‘Commission’’), announced that, on 
December 23, 1977, United States District Judge 
Charles H. Tenney, in New York, New York, issued a 
Final Judgment of Permanent Injunction by Consent 
against Willis E. Burnside & Co., Inc. (‘‘Burnside’’), a 
broker-dealer with offices in New York, New York and 
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Phoenix, Arizona, and Warren K. Sayers (‘‘Sayers’’), 
its president, director and shareholder. The injunction 
enjoins Burnside and Sayers from committing future 
violations of Sections 15(c)(3) and 17(a) of the Securities 
Exchange Act of 1934 and Rules 15c3-1 (net capital), 
17a-3 (bookkeeping), and 17a-11 (supplemental 
reporting provisions) thereunder. The defendants 
consented to the entry of the injunction without 
admitting or denying the allegations of the 
Commission’s complaint, which was filed on November 
22, 1977. 


On December 20, 1977, the Securities Investor 
Protection Corp. (‘‘SIPC’’) filed an Application for the 
appointment of a trustee to liquidate Burnside’s 
business pursuant to the Securities Investor Protection 
Act of 1970 (‘‘SIPA’’). Upon SIPC’s motion, also made 
on December 20, 1977, Judge Tenney issued an Order 
to Show Cause, returnable on Cecember 23, 1977, 
appointing Thomas J. Ungerland, Esq. (‘‘Ungerland’’), 
of the law firm of Burns, Van Kirk, Greene & Kafer, 
located in New York, New York, as temporary 
receiver pending a determination on SIPC’s 
Application. On December 21, 1977, Judge Tenney 
appointed Ungerland as trustee to liquidate Burnside’s 
business pursuant to SIPA. The defendants consented 
to the appointment of the SIPC trustee, without 
admitting or denying the allegations in SIPC’s 
Application. 


(For further information, see Litigation Release 
No. ) 





Litigation Release No. 8245/ January 6, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
INTERCONTINENTAL DIVERSIFIED CORP. and C. 
GERALD GOLDSMITH (United States District Court for 
the District of Columbia). CA 78-0025 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United States 
District Court for the District of Columbia against 
InterContinental Diversified Corporation (‘‘IDC’’) and 
C. Gerald Goldsmith (‘‘Goldsmith’’), former President 
and Chairman of the Board of IDC. 


The Commission also announced that the Court entered 
a Judgment of Permanent Injunction restraining and 
enjoining IDC and Goldsmith from further violations of 
the anti-fraud, reporting and proxy provisions of the 
Securities Exchange Act of 1934, and ordering certain 
other relief. IDC and Goldsmith consented to the entry 
of the Court’s Judgment and Order without admitting 
or denying the allegations in the Commission’s 
Complaint. 





The Commission’s Complaint alleges various violations 
of the federal securities laws in connection with the 
diversion of in excess of $3 million of corporate funds 
for various purposes. The Commission charged that the 
corporate books and records of IDC were falsified, 
fictitious records were created in order to conceal the 
purpose of certain transactions, possible violations of 
U.S. Customs reporting requirements occurred, and 
materially false and misleading annual and periodic 
reports and proxy statements were filed with the 
Commission. 


The Commission’s Complain further charged violations 
of various provisions of the federal securities laws in 
connection with untrue statements of material facts and 
omissions to disclose material facts concerning the 
making of political and other payments in the 
Commonwealth of the Bahamas, a fraudulent stock 
repurchase plan and the payment of a false 
commission. 


In addition to the entry of the Order of Permanent 
injunction against IDC and Goldsmith, certain ancillary 
relief was ordered by the Court and undertaken by IDC, 
including the following: 


1) An order enjoining IDC and Goldsmith from a) 
using or aiding and abetting the use of corporate funds 
of IDC or any of its affiliates or subsidiaries for any 
unauthorized distribution of such funds or other IDC 
assets to officers or directors of IDC or any other 
person; b) making or causing to be made any materially 
false or fictitious entries in the books and records of 
IDC, its affiliates or subsidiaries, or establishing, 
maintaining or causing to be established or maintained 
any unrecorded fund of IDC corporate monies or other 
assets, or making or causing to be made any payments 
or disbursements thereof; and c) using or aiding and 
abetting the use of the corporate funds of IDC or any of 
its affiliates or subsidiaries for the unauthorized 
personal benefit of any officer or director of IDC. 


2) An order compelling IDC to maintain accurate 
books and records and supporting documentation for all 
transactions entered in its books and records. 


3) Anorder compelling IDC to correct and amend its 
annual and other periodic reports currently on file with 
the Commission with respect to those matters referred 
to in the Complaint in order that said filings comply 
with the federal securities laws. 


In addition, IDC will establish an Audit Committee 
consisting of independent members of its Board and tne 
Committee will retain a Special Counsel. The 
Committee and its Special Counsel will be authorized to 
conduct a comprehensive investigation into the matters 
set forth in the Commission’s Complaint, the use of 


corporate funds for contributions, gifts, entertainment 
or other expenses related to political activity; the use of 
corporate funds for any improper payment to 
government officials, foreign or domestic; the 
unauthorized distribution of corporate funds or other 
assets to the officers and directors of IDC or any other 
person; the establishment and maintenance of, and 
transactions in, any unrecorded funds; the use of 
agents, attorneys and consultants in connection with 
any improper transactions; and any other similar 
matters as may be revealed during the course of the 
investigation. Upon completion of the examination, the 
Audit Committee will submit a Report of the 
examination to IDC’s Board of Directors and IDC will 
file a copy of such report with the Commission as a 
Current Report on Form 8-K. The Court will retain 
jurisdiction for purposes of accuracy of the Report or 
examination and for purposes of compelling IDC to 
comply with its representations. 





Litigation Release No. 8246/ January 9, 1978 


U.S. v. JERRY W. THARP 
(E.D. Mo. 77-272 CR (2)) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, and John F. Kern, Attorney-In-Charge 
of the St. Louis Branch Office, of the Securities and 
Exchange Commission, and Robert D. Kingsland, 
United States Attorney for the Eastern District of 
Missouri, announce the unsealing of a seven-count 
suppressed indictment against Jerry W. Tharp of St. 
Louis, Missouri, on January 3, 1978. The indictment 
charged Tharp with violating the anti-fraud provisions 
of the Federal securities laws and the Federal wire 
fraud statute by employing a scheme and device to 
defraud one of his customers while he was employed as 
a registered representative for a St. Louis broker-dealer 
firm. 


The indictment alleges that the scheme was carried out 
from 1970 through 1973 and, among other things, 
involved securities transactions which were excessive 
in size and frequency in light of the character of his 
customer’s investment objectives, that he induced 
numerous short-term transactions in mutual funds and 
engaged in unauthorized trading in the customer’s 
account which resulted in large commissions being paid 
to Tharp and his employer and the diminution of the 
customer’s life savings from approximately $130,000 to 
approximately $26,000. 


Tharp was barred from association with any 
broker-dealer, investment adviser or investment 
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company as a result of his consent to such sanctions in 
response to an administrative proceeding initiated 
against him by the Commission. The order entering this 
bar was dated July 19, 1977. 


Tharp entered a plea of not guilty to the indictment and 
trial has been set for January 30, 1978. 


The indictment was the result of a joint investigation by 
the Commission’s St. Louis Branch Office, United 
States Attorney’s Office in St. Louis and the Federal 
Bureau of Investigation. 





Litigation Release No. 8247/ January 11, 1978 


U.S. v. ROBERT REID and JOSEPH MELTZER 
(S.D. Fla., Criminal Action No. 77-8068-CR-CF) 


Joseph V. Eskenazi, Attorney for the Southern District 
of Florida; Jule B. Greene, Administrator, Atlanta 
Regional Office, and William Nortman, Associate 
Regional Administrator, Miami Branch Office 
announced that on November 4, 1977, the United States 
Grand Jury for the Southern District of Florida returned 
a three count indictment against Robert Reid of New 
York City, and Joseph Meltzer of Delray Beach, 
Florida. The indictment charges Robert Reid and 
Joseph Meltzer with interstate transportation of stolen 
securities, the sale and receipt of stolen securities, and 
the conspiracy statutes. 


Reid and Meltzer were arrested by FBI agents in West 
Palm Beach, Florida when they attempted to sell 1,800 
shares of common stock, valued at approximately 
$100,000, which were stolen in January, 1977 from a 
New York City brokerage firm. 





Litigation Release No. 8248/ January 11, 1978 


U.S. v. VINCENT F. CHIARELLA 
(U.S.D.C. $.D.N.Y. 78 CR.) 


Robert B. Fiske, Jr., United States Attorney for the 
Southern District of New York, and William D. Moran, 
Regional Administrator of the Commission’s New York 
Regional Office, today announced that on January 4, 
1978 a Federal Grand Jury returned a seven count 
indictment against Vincent F. Chiarella of New York 
City, formerly a printer employed in the composing 
room of Pandick Press Inc. for purchasing stock on the 
basis of confidential information obtained by him in the 
course of his employment. 
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The indictment charges that from September 1975 until 
November 1976, Mr. Chiarella obtained confidential 
information in the course of his employment in the 
composing room at Pandick that USM Corporation, 
Riviana Foods, Inc., Food Town Stores, Inc., Booth 
Newspapers, Inc. and Sprague Electric Company were 
to be the subject of tender offers or, in the case of 
Riviana Foods, Inc. a merger. The indictment charges 
that Mr. Chiarella purchased the common stock of 
these companies without disclosing the confidential 
information and later, after the tender offers and 
merger were announced publicly, sold the stock at 
gross profits of approximately $30,000. 


Mr. Chiarella will be arraigned on the charges on 
January 12, 1978 in the United States District Court, 
Foley Square, New York, New York. 





Litigation Release No. 8249/ January 11, 1978 


U.S. v. LARRY HAMMOND a/k/a LARRY HOOVER 
(S.D. Fla. Criminal Action No. 77-319-CR-WMH) 


J.V. Eskenazi, United States Attorney for the Southern 
District of Florida, Jule B. Greene, Administrator, 
Atlanta Regional Office, and William Nortman, 
Associate Regional Administrator of the Miami Branch 
Office, announced that on December 28, 1977 Larry 
Hammond a/k/a Larry Hoover (‘‘Hammond’’) was 
sentenced by the Hon. William Hoeveler in the United 
States District Court for the Southern District of Florida 
to a split term of three years, with four months 
incarceration, the balance suspended, followed by 
three years probation and a $1,500 fine. 


Hammond had been found guilty, after a jury trial, of 
fraud by wire and violations of the anti-fraud provisions 
of the federal securities laws in connection with a 
scheme to defraud a securities broker involving a 
transaction in I.1., Inc., in which an order was to be 
placed to purchase said security without the intention of 
paying for same. 





Litigation Release No. 825G6/ January 11, 1978 


SEC v. NAVSAT SYSTEMS, ET AL. 


(D. Calif., 77-4683 RF) 


INC., 


The Denver Regional Office of the Securities and 
Exchange Commission announced the filing of a 





» complaint on December 16, 1977, in the United States 
District Court for the Central District of California in 
Los Angeles. The defendants are NAVSAT Systems, 
Inc., a Nevada corporation doing business in New York 
City, New York (formerly of Salt Lake City, Utah); 
International Resources, Inc., a Utah corporation; 
Snellen M. Johnson, Spencer S. Hooper and Clark B. 
Oborn, of Salt Lake City, Utah; Lyle E. Johnson of 
Heber City, Utah; Robert J. Struth, personally and dba 
R.J.S. and Associates, Inc., of Varn Nuys, California; 
Richard E. Smith, of San Diego, California; Continental 
Drilling and Development Company, a California 
corporation, and Warren R. Hofstar, of San Jose, 
California; Charles R. Rietz, personally and dba 
Charles Scott & Company, of Morgan Hill, California; 
The Silver Light Company, a Washington limited 
partnership, of Bellview, Washington; and R. Bruce 
Ripley of Woodinville, Washington. 


The complaint seeks preliminary and permanent orders 
enjoining all of the defendants from _ iolating the 
registration and antifraud provisions of the federal 
securities laws in connection with the purchase or sale 
of any security of any issuer. 


The complaint, in substance, alleges that the 
defendants violated the registration provisions of the 
federal securities laws in the offer and sale of the 
common stock of NAVSAT Systems, Inc., and notes, 
evidences of indebtedness and investment contracts of 
International Resources, Inc., Charles Scott and 
Company, R.J.S. and Associates, Inc., and The Silver 
Light Company, without first registering those 
securities with the Commission. 


The complaint also alleges, in substance, that the 
defendants made untrue statements of material facts in 
connection with the purchase and sale of the securities, 
including, among others, the following: 


(1) NAVSAT had an agreement to use 10% 
and other specified percentages of Comsat 
General’s Marisat satellite communication 
facilities. 


(2) NAVSAT’s computers were already 
installed on some ships waiting to be 
integrated into their system. 


(3) NAVSAT’s ship-to-shore communica- 
tion system was technically completed and 
components were ready for ship installation 
as soon as Satellites were launched. 


(4) NAVSAT had letters of intent from 
various shipping concerns including Texaco, 
Inc., Shell Oil, Exxon and Union Oil, to 
install NAVSAT’s system on their ships. 


The complaint further alleges, in substance, that the 
defendants omitted to state material facts necessary, in 
order to make the statements made, in the light of the 
circumstances under which they were made, not 
misleading, including, among others, the following 
that: 


(1) the corporation did not have adequate 
or sufficient capital or credit to finance the 
development and installation of proposed 
satellite navigation systems on ships. 


(2) neither NAVSAT Systems, Inc. or 
International Resources, Inc. had income 
from operations or tangible assets. 


(3) the NAVSAT system was practical for 
only very large and expensive ships and for 
others was prohibitively costly. 


The complaint also seeks orders, in substance, 
enjoining the defendants Spencer S. Hooper, Robert J. 
Struth, personally and dba R. J.S. and Associates, Inc., 
Richard E. Smith, Bruce Ripley, Charles R. Rietz, 
personally and dba Charles Scott & Company, and 
Warren R. Hofstar from engaging in business as 
brokers and dealers in securities without being 
registered as such with the Securities and Exchange 
Commission. 





Litigation Release No. 8251/January 11, 1978 


SEC v. CORTES W. RANDELL, ET AL. 
(E.D. Va., Civil Action No. 77-872-A) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on December 30, 1977, 
the Honorable Oren R. Lewis, of the United States 
District Court for the Eastern District of Virginia, 
entered a final judgment of permanent injunction 
against Cortes W. Randell (Randell), Federal Mortgage 
Acceptance Corporation (FMAC) and Joan W. Randell. 
The judgment permanently enjoins Randell, FMAC and 
Joan W. Randell from violating the registration and 
anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud provisions of the Securities Exchange Act 
of 1934. In addition, the order requires Randell, FMAC 
and Joan W. Randell, within 120 days, to file an 
accounting with the Court of all monies or other assets 
received by them as a result of their association with 
National Commercial Credit Corporation and Metro- 
politan Real Estate and Investment Company with a 
reservation of jurisdiction for the purpose of the 
accounting and further ancillary relief. The above 
defendants consented to the entry of the judgement 
without admitting or denying the allegations in the 
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Commission’s complaint. (See Litigation Release No. 
8212, November 30, 1977). 





Litigation Release No. 8252/ January 12, 1978 


SEC v. MURDOCK ACCEPTANCE CORPORATION 
AND JOHN E. MURDOCK, JR. (W.D.Tenn. C.A. 
77-2634) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on November 11, 1977, final 
judgements of permanent injunction were entered in 
the United States District Court for the Western District 
of Tennessee against Murdock Acceptance Corporation 
(MAC) and John E. Murdock, Jr. (Murdock), both of 
Memphis, Tennessee. The judgments enjoin the 
defendants from violations of anti-fraud provisions of 
the securities laws. The defendants consented to the 
entry of the injunction without admitting or denying the 
allegations in the complaint. 


The complaint filed October 14, 1977 alleged that from 
1976 until the present, MAC and Murdock in 
connection with the sale and renewal of MAC’s 
promissory notes, denominated certificates of 
investment, failed to disclose and/or misrepresented 
certain material facts concerning: 


(1) Substantial operating losses sustained 
by the corporation over the preceding five 
year period; 
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(2) The corporation’s doubtful solvency; 
and 


(3) That MAC notes were registered with 
the Tennessee Division of Securities. 


The complaint further requested that a temporary and 
permanent receiver be appointed to protect, preserve, 
and manage the assets of MAC. 


On November 11, 1977 a hearing was held before the 
Honorable Bailey Brown, Chief Judge, U.S. District 
Court for the Western District Tennessee on the 
Commission’s application for the appointment of a 
receiver. The application for the appointment of a 
receiver was taken under advisement. 
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